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The New Tasks of the Liberal State 


By Paut MEapows 
I 


THE CLOSE of the recent war can hardly change the fact that 
the ideological revolutions in Europe during the ’twenties and 
thirties bludgeoned liberals into a reeling retreat. Looking 
back on this period, one feels that the key to the victories of 
the ideological extremists in Europe lay not so much in the 
weakness of the liberal philosophy as in the failure of liberals 
to adapt the technics of the democratic State to the require- 
ments of modern living. Liberals, concerned with the im- 
provement of democracy as a political structure, overlooked 
the need for its modernization as an economic and administra- 
tive structure. They pinned too much faith in the traditional 
technics of democratic government: the ballot, the represen- 
tative assembly, party politics, constitutional safeguards, and 
the like. Of course, these governmental technics are historic 
prizes from older fights for a free way of life. But their 
fundamental purposes belong to a period when the removal 


1Cf. A. M. Bingham, “The Techniques of Democracy,” New York, 1942. - This criti- 
cism, of course, is the one which, in England, the constitutional radicals traditionally made 
against their fellow-liberals from William Cobbett’s day to Francis Neilson’s. Cf. Cobbett’s 
journal, especially for Nov. 7, 1821, and Jan. 9, 1822, in “Rural Rides,” London, n. d.; 
Neilson, “The Decay of Liberalism,” Am. Jour. Econ. Socio., 4 (April, 1945), pp. 281 ff. 
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of restraints was more imperative than the provision of 
opportunities. 

An epoch of technological and geographic expansion would 
be able, so the early liberals thought, to provide opportunity 
if only the restraints were removed. But the elimination of 
the arbitrary restrictions of a tyrannous national State or the 
obsolete traditions of a feudal society produced not a positive 
but a negative State, a do-nothing State. The philosophy of 
that political organization was that it should function as an 
honest broker of conflicting interests. But that philosophy 
came in time to be an imposing barrier itself, a barrier to an 
expansive democratic State responsive to and responsible in 
a dynamic industrialism. The ideological revolutions of 
Europe, set off by the first World War, created the total State, 
which “rushed,” as A. M. Bingham strikingly describes the 
situation, “into the vacuum” produced by archaic liberal 
government. A new government structure was developed 
which through co-ordination reéstablished the failing eco- 
nomic systems of Europe and molded nations into fanatical 
mass societies. The ideological impact upon liberalism was 
thus made even more telling by political, economic, and cul- 
tural innovations. 

Liberals have been much more quick to resent and repudi- 
ate the anti-liberalism and anti-democracy of the fascist and 
communist revolutions than they have been to adapt the 
liberal spirit and methods to the conditions which challenged 
these European ideologies. This failure has been a tragic mis- 
take. It is a time for a new liberal action, and the greatness 
of liberalism’s possible victories in the future can unquestion- 
ably outshine those of the past. Indeed, the great liberals of 
the past were masters of the contemporaneous, and they pur- 
sued the old goals of free men with the new methods made 
available by the critical intelligence of their day. Modern 
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liberals can do no less. They cannot, of course, add anything 
to the bases of government, for they are now what they have 
always been among free men, “of the people,” nor can they 
add to the purposes of government, for they remain “for the 
people.” Indeed, neither fascist nor communist industrial- 
ism has done anything to change these premises of govern- 
ment. Liberalism’s unique opportunity is the perfection of 
a State essentially and supremely “by the people.” The totali- 
tarian ideologies of Europe have notoriously failed in this 
enterprise. There was no mistaking their incapacity to bring 
to maturity a State which reposes complete faith in the skill 
of the common man to administer it, a State with which the 
common man can identify himself without misgivings and 
without human loss. 
Il 

TTE STATE PROBLEM of liberal industrialism in this new post- 
war period, then, is the invention of political methods which 
will be expressive of the spirit and power of liberal bases and 
purposes and which will lie well within the scope and province 
of democratic government. With these aims the ideological 
extremists of Europe have shown no sympathy, no under- 
standing, and no skill. The discovery and exploitation of 
such a methodology can be the next great contribution of 
Anglo-American liberalism to industrial culture. 

Such political conquests must begin with a recognition of 
and acceptance of a new liberal State system as the imperative 
need of modern industrialism. Liberals have never been 
whole-heartedly persuaded of this necessity. Their social 
legislations have been for the most part cautious improvisa- 
tions—hopes against the hope, as it were—that something 
bold must be undertaken. That day is dead. Democracy is— 
it has been for a generation—in crisis, in a mortal storm.* 


> Cf. H. F. Simon, “Revolution, Whither Bound?” New York, 1935. 
° Cf. H. J. Laski, “Democracy in Crisis,” Chapel Hill, N. C., 1933. 
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The policy of patchwork reform, successful during the epoch 
of industrial expansion which closed with the first World 
War, can never save liberal industrialism. Europe in the past 
two or three decades has proved that. Social politics has 
served, as Harold Laski has observed, to surrender the out- 
works of liberalism without solving the crucial issue of the 
inner citadel’s stability.‘ Political democracy disintegrated 
at a time when its earnest revival was most desperately needed 
in the reconstruction of the failing industrial system. The 
stubborn hold of the leftist ideology of Russia on a great part 
of the industrial West suggests that liberals may never again 
have the luxury of this mistake. Early liberalism’s “‘ideal of 
masterly inactivity,” to use Lippmann’s phrase,” is not only 
an antique in the new industrial age; it is suicide. 


Ii 


THE INITIAL STEP in a renascent liberalism is the acceptance, 
by all “interests” and “groups,” of the fact that the free man 
can live, so long as he lives in an industrial world, in an organ- 
ized society. The precise political formula of that organiza- 
tion is still a matter of experimentation; but its basic elements 
are “freedom” and “authority.” Somehow the chemistry of 
the liberal tradition must unite them into a working com- 
pound. Such a formula imposes upon the modern liberal 
State responsibility for the total national economy, but 
neither total nor unquestioned for final responsibility. The 
liberal’s insistence upon freedom must temper the urge for 
authority, and the liberal genius for compromise must evolve 
a political pattern in which both State and people collaborate 
in the construction of a free collectivism. 

Nobody has the right to expect this task to be painless, 
without conflict. Liberal industrialism is a coat of many 


4 Suggested by Laski, op. cit. 
5 Cf. “The New Imperative,” New York, 1935. 
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colors. Nor should any one expect the opposed interests of 
industrial society unaided to settle their own differences and 
to work out their own arrangements. This work has been the 
historic role of the State. But in this task the liberal State 
can no longer be regarded simply as a broker of these inter- 
ests. It must exercise the power which in point of fact it has 
always had in the Nation-State system, the power which it 
has, as the “Great Association,” as the supreme system of legal 
imperatives, to organize industrial society in the interests of 
free men. That power, according to the liberal tradition, 
rests not upon coercion but upon consent: successfully to 
plan, it must be able successfully to persuade. Even Hitler 
had to bow before that exigency, and the Russian OGPU 
must be considered a monument to the terrible importance 
of having the people acquiescent if not co-operative. ‘The 
business of the liberal State is the satisfaction of effective 
demand. But demand is not unitary; it is dispersive and com- 
petitive, occasionally collusive, often latent. To organize 
such a society is not easy, but it is not impossible. For liberal 
industrialism was once organized; that day belongs to its ex- 
pansive past, when “the market” was the arbiter of all desti- 
nies, efficient, just, impersonal. But recurring world collapse 
and conflict, the increasingly complex social involvement of 
technology, the distributive injustices, the humanitarian 
urgency of a full and satisfying human equality have made 
that liberalism a part of history. 


IV 


IT Is DIFFICULT for any person to describe, even in slight 
detail, the form of this new liberal State. It is emerging from 
the experiences of depression and war, from the planning of 
river valleys and cities, from the administrative law of social 
politics, from the social vision of technicians and administra- 
tors. Most notably of all it is coming from the crisis govern- 
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ments of the liberal democracies which have been able to 
weather the storm of totalitarianism. Many terms and 
phrases suggest the texture of its thought and the quality of 
its effort: executive leadership, planning, due process of ad- 
ministration, public participation, regionalism, decentraliza- 
tion, industrial jurisprudence, industrial democracy, conser- 
vation of human resources, administrative authority, the 
managed market, management, public administration, eco- 
nomic democracy. Nor is the pattern a crazy quilt, except 
to the myopic and the antiquarian. The pattern is genuinely 
liberal: public initiative in order to provide private power. 
The TVA is a case in point. The political formula here, 
according to its chairman, David Lilienthal, is a concentration 
of power and a decentralization of operations.* The release 
of human and physical resources through representative ad- 
ministrative action is the clue to this new constitutionalism 
to which the liberal creed is giving birth. Woodrow Wilson 
called it the new freedom, and before him Theodore Roosevelt 
thought of it as the square real, while Franklin Roosevelt 
brought it up to date as the new deal. Wallace has termed it 
the government of the common man. The words, however 
accurate, simply point to a new prospect in the liberal man’s 
world: the forging of instruments of public power (“the free 
society”) through which the individual in a technological age 
can still be a free man, having the power to act. 


OF COURSE, LIBERALS are afraid of power, and they are mind- 
ful always that liberalism grew as a protest against power. 
But power, liberals forget, is not a static quantum; it is—to 
change the figure—a genus with many species. ‘There is a 
State power which is centralized, arbitrary, anti-personal; this 
system of power liberals have repeatedly and rightly fought. 


But there is a State power which is a power-with, as Mary 
§“TVA: Democracy on the March,” New York, 1944. 
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Follett said,’ rather than being a power-over others. Power- 
with is a concerted human action; it is simply the organiza- 
tion of consent. And this is precisely what is commonly 
meant by democracy: the progressive sharing of human 
experiences. 

Industrial peoples know well what this conception of 
democracy means, for industrialism has involved us with one 
another: it has created a common ground of consequences 
which all must share because all are responsible. In this sense 
“the common man”—what industrial peoples have in com- 
mon—is the most vital and hopeful fact of modern liberal 
industrialism. What industrial peoples have in common is 
more than blood or soil or class: this was the error of Europe! 
They have institutions, citizenship, communities, family 
patterns, traditions, regions, economic and non-economic 
motives. The organization of these common values, demo- 
cratically arrived at and democratically controlled, stands in 
polar contrast to the kind of organization which Europe 
perpetrated upon a fearful industrialism: the coercive, un- 
checked organization of blood, soil, class, and creed. 

What liberals fear in power is not power itself but its lack 
of democracy. That is why they have fought the economic 
monopolies of mass industrialism, and that is why they have 
fought the political monopolies of mass industrialism a la 
Europe. But to fear power is to surrender to it: ““We have 
nothing to fear but fear.” To use power is to prove again 
what liberals have always believed: that human beings, all of 
them, must be trusted with their own society, because they are 
human beings. Democracy has the right to make mistakes! 
Liberals, to complete successfully the new tasks of their State, 
must lastingly learn the lesson that power is what we make it.® 


* “Creative Experience,” New York, 1924. 
° “Power Ix What You Make It,” New Republic, 98 (Nov. 23, 1938), pp. 69 ff. 


University of Nebraska, 
Lincoln, Neb. 
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Liberalism, Old and New 


My FRIEND MR. BLANK was a gallant and fiery liberal in the time of the 
First World War. He was one of those who kept insisting on a definition 
of war aims, that the enemy might know what peace would cost, and give 
up a hopeless struggle the sooner. For this, red-blooded members of the 
Union League Club declared that he should be shot at sunrise. He was 
pro-labor, pro-Kerenky revolution, against armed intervention in Russia, 
In the witch-hunting days following the war his writings were banned by 
school boards and removed from the shelves of Southern California libraries, 

Today Mr. Blank is supporting Taft for President. What does not ad- 
vancing age do to a liberal! The old story; as the fire of youth dies down 
solid practical wisdom takes its place. Doesn’t it? 

The case of Mr. Blank is not so simple. There is not a liberal cause he 
supported in his twenties that he would not support today. He has not 
moved backward toward primordial conservatism. And I may remark, 
in my acquaintance, which is by no means narrow, I do not find a single 
instance of liberal retrogression with advancing years. 

How about Felix Frankfurter, now considered conservative leader in the 
Supreme Court? To the best of my knowledge, Felix Frankfurter has not 
changed at all. 

What has actually changed is liberalism itself. It has gone through 
the fire of the Roosevelt revolution and has come out with new values, 
and the old values readjusted, in greater or less degree. The old liberalism 
was opposed to privilege, and was ever ready to fight for the rights of the 
humble. The new liberalism regards as intolerable the existence of a class 
that can be called humble. The old liberalism rejoiced in a rise in the stand- 
ard of living effected through union activity or technological advance. 
The new liberalism insists on raising the standards for the unprivileged 
groups, through governmental action, if necessary. The old liberalism 
looked upon private initiative as the motive force in economic life. The 
new liberalism is ready to supplement private initiative with governmental 
initiative, and if necessary, to push private initiative off the stage. 

It is not astonishing that an old liberal like Mr. Blank finds it hard to 
adjust his ideas to the new liberalism. The old liberalism supplied a system 
of values that was morally satisfying. Therefore the impulse to adopt a 
new system is weak. It is far easier for the predatory profiteer of the 
First World War to accept the new liberalism. He has no ancient moral 
values to stand in his way. 

ALVIN JOHNSON 


Institute of World Affairs, 
New York 
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The Data and Evaluation of Business 
By Forrest OrAN WIGGINS 


No ONE CAN DENY that economics and ethics are intertwined 
and inextricably mixed, but critics of capitalism overlook the 
fact that one could sharply divorce the data of business from 
its evaluation. It is imperative to examine business as a logi- 
cal system, stemming from certain presuppositions, before 
attempting to make value judgments about it. Much of the 
confusion in contemporary thinking about this problem, I 
believe, follows from this failure to divorce the facts of busi- 
ness from the evaluation of business as an economic system.” 
We are not saying that examination and evaluation have no 
relation to each other, but we do hold that much clarity will 
ensue if we first understand, then judge. In Part III we shall 
draw the threads of the discussion together and attempt to 
indicate just what steps will have to be taken if the facts of 
economics are to find their place within the realm of morality. 


I 


By AN ELABORATE ANALYsIS of need, demand, confidence, 
fear, and kindred psychological states, theorists of modern 
business have stressed man’s psychological nature. Business 
has been defined as the “profit system,” “capitalism,” and 
“free enterprise.” William L. Batt speaking at the Forty- 
fourth Congress of American Industry, December 5, 1939, 
stated: “It [the system of free enterprise] is still based on the 
individual, and all the restrictions, qualifications, codes and 
laws that surround it have not altered that fact by one iota.” 
The simplest statement of the theory would be worded like 


1 Consider the following statements: “Chester Bowles said tonight that ‘irresponsible, 
reckless, greedy’ lobbies are out to ‘eliminate or wreck the only controls between our 
people and inflation,’” Louisville Courier-Journal, March 6, 1946, p. 1. (2) “Western 
civilization is, speaking soberly in descriptive ethical terms, that is to say, in social terms, 
the most criminal organisation known,” Robert Briffault, “Breakdown,” p. 131. 
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this: Man is essentially a selfish animal who looks entirely 
after his own interests and those of his family. This human 
animal is by nature slothful; he will not work unless promised 
a reward or unless goaded by the dire spectre of want. When 
each of these individuals, working solely for his own interests, 
engages in commerce or productive activities, he thereby in- 
creases the common weal.’ Motivated by his own interest in 
the pursuit of gain, all sentimentality, regard for others, re- 
gard for the claims of others—those of country, religion, 
morality—are signs of weakness. The most succinct state- 
ment is: Business is business. All production and distribu- 
tion of goods is to be viewed in the light of its advantage to 
the person who engages in the enterprise. 

The usual assumption of orthodox economists that it is the 
needs of man which is the concern of the business man is at- 
tacked by Lawrence Dennis thus: 

The orthodox assumption of democracy that needs and desires are insatiable 


and dynamic is all nonsense. Under democracy and capitalism it is greed, 
not need, which is insatiable and dynamic.* 


John R. Commons has insisted, as has Veblen, on a sharp di- 
vorce between the engineer’s concept of value and that of the 
business man, for, ‘The business man is not interested in his 
corporeal property except as a means to an end and that end 
is its exchange-value.”* Philip D. Reed, Chairman of the 


2“With all its searching and compiling of statistics, economic science has not 
demonstrated mathematically, as if it could if it were a science, just how the ardent 
pursuit of particular interests by individuals actually promotes the general welfare,” 
Charles A. Beard, “The Idea of National Interest,” p. 414. 

3“The Dynamics of War and Revolution,” p. 240. Other typical statements are: 
“Producer demand, not consumer demand, is sovereign. The producers decide what, 
when, and how much to produce, including the volume of construction and producer 
goods actively such as new plants, office buildings, etc. In other words, volume and 
rate of reinvestment of profits and savings determine swings in consumer demand. .. - 
The producer decisions, as every one knows, are governed mainly by exoectations of 
profit (p. 64).” “The incentive to industrial expansion under capitalism is not a 
desire for a higher standard of living for all the people but a simple desire for interest 
and profits (p. 99).” “He [the business man] makes his gain, not by workmanship, 
which is serviceable to the community, but by business which is not serviceable,” John R. 
Commons, “Institutional Economics,” p. 663. 

* Legal Foundations of Capitalism, p. 28. 
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Board, General Electric Company, delivering an address at 
the National Association of Manufacturers’ meeting on De- 
cember 12, 1940, stated: “Without profits our enterprise sys- 
tem would gradually cease to be, and with it would go our 
standard of living and the social advances of the past decade.” 

The activities of the business man, then, stem logically from 
the presuppositions of the business motive and must be under- 
stood in this light. The business man may curtail or suspend 
production or force extensive production of goods. He is 
not interested in the utility of goods; he does not care if goods 
are destroyed; in fact, he will destroy them himself. Of 
course, in times of national crises the government can compel 
the business man to produce. Yet in spite of governmental 
compulsion, Henry William Spiegal reports: 
In the United States profit limitations imposed on airplane and shipbuilding 
contracts by the Vinson-Trammel Act of 1934, were reduced from 10-12 
percent to 7-8 percent in June, 1941. However, it was soon found neces- 
sary to eliminate the restrictions completely in order to secure adequate 
supplies.® 

We do not wish to labor this point; it was stated well and 
often by others. We do wish to insist, however, that any- 
thing that the business man does—even though his actions lead 
to involving his nation and other nations in war; even though 
he be a traitor to his own country—is good business, if it is 
profitable to him. 

II 

THE SECRET OF THE POWER of the business man lies in his 
control over property. His power to hold and/or to with- 
hold property is a legal right. One of the primary functions 
of the state is that of determining the property relations 
among its citizens. 


The weight of the two famous papers [the Declaration of Independence and 
the Magna Carta] rests manifestly upon the property, production, distribu- 
° The Economics of Total War, p. 123. 
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tion, and possession of wealth, together with the establishment of condi- 
tions for realizing the desire for this. And the procedure throughout has 
been an almost undiluted application of the reigning philosophy in eco- 
nomics: laissez-faire, unlimited competition of legally free individuals— 
except for certain favored classes of industry.® 


Another contemporary writer states the relation thus: “Power 
is no less ‘political’ for being labeled ‘economic’ power; for 
politics is but the science of ‘who gets what, when and how.’” 
One business man, in complete agreement with this view 
stated: “You can’t run a railroad without corrupting and 
running the government.” 

It is obvious that a capitalist state will serve the interests of 
business men, for law provides the rules for the acquisition 
and distribution of goods. In order to maintain and secure 
his control over goods the business man must control the 
government, since it is the government which gives him the 
legal sanction—backed by the police power—to exact his 
vested interest. The business man has a private right to con- 
trol goods and services, a right guaranteed him by the state. 
The state becomes the business man’s agent.” When the 
“form” of government is threatened the business man is 
threatened. And because the business man is motivated by 
greed and because he exercises economic force, his concomi- 
tant psychological reaction is fear—fear which reacts further 
as cunning and duplicity, fraud and bestiality. 


In order “to protect himself” the business man must con- 


6 Murdoch, “Economics and Ethics,” pp. 14-5. 

T Robert A. Brady, “Business as a System of Power,” p. viii (from foreword by 
Robert S. Lynd). 

8 John T. Flynn, Quoted in Everett, “Democracy Faces the Future,” p. 168. 

®“The mantle of princely sovereignty has fallen on the common man—formally and 
according to the letter of legal instruments. In practical effect, as ‘democratic sovereignty’ 
it has been converted into a cloak to cover the nakedness of a government which does 
business for the kept classes,” Veblen, “Vested Interests,” p. 225. “Concerted bargaining 
power with its sanctions of economic coercion, rises to a preeminence ever more compre- 
hensive and worldwide than the formerly dreaded political power with its physical duress, 
because it actually controls the state. The state, indeed, becomes one of the instru- 
ments of bargaining power, either by its own direct act or by its permission of concerted 
action,” Commons, “Institutional Economics,” pp. 347-8. 
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trol the state to make it serve his interest. He must also in- 
fluence, if not outright control, the other institutions and 
agencies which deal with life—the church, the school, the 
organs of public opinion, the press and the radio. It is to the 
interest, profit, of the business man that “our way of life” 
continue. ‘To repeat, such actions are throughout and 
thoroughly logical and consistent. They are good business. 

On the surface many times the actions of business men— 
as mediated through government—seem inconsistent, but 
they are not. It is consistent, say, to intervene in Greece, but 
not in Spain; to protest against the lack of a free ballot in 
Bulgaria, while condoning the same situation in Mississippi. 
Yes, it is even good business to arm one’s potential national 
enemy, as happened in the case of arming Japan. No moral, 
esthetic, or religious considerations do or can deter the business 
man when he acts in his capacity as a business man. 

The “unity” of the state is, of course, a myth, unrelated to 
economic facts. As Sombart has phrased the matter: “But 
the characteristic interest of our time is the fact that all 
parties come to be more and more economic parties and ulti- 
mately opposed one another as classes in the class war... . 
Classes and class wars are the legitimate children of an eco- 
nomic age... .””° 

There is no need to blame the business man—no need to 
make any moral judgments; business is not a product of the 
business man; the business man is a product of the system. 
He acts from necessity. If he is to stay in business he must 
meet the demands of the business system and act like a busi- 
nessman. Whether he personally likes it or not means noth- 
ing. The law of business is the law of logical necessity. 


10 Werner Sombart, “A New Social Philosophy,” p. 24. This view is also that of 
Harold J. Laski, in “A Grammar of Politics,” p. 87: “. . . ultimately, the possession of 
wealth means the power to determine what is produced for consumption; and if society 
is divided, as it is now divided, into a small number of rich and a struggling mass who 
exist upon the very margins of adequacy, it is obvious that the State, whatever its 
theoretic purpose, will always be weighed against the interest of the poorer citizens.” 
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Il 

THE ABOVE ANALYsSIs was artificial, because we began with 
the assumption that the facts of economics could be divorced 
from the facts of morality. We can justify this method, how- 
ever, for economic facts considered as forces do not admit of 
their inclusion within the realm of morality. The job of this 
section will be that of indicating what changes will have to be 
made in our thinking and in the organization of our economic 
life as we attempt to render the good life possible of realiza- 
tion. This analysis will sound strange to those who have 
thought of morality as divorced from economics and politics 
and whose emphasis has been either on an investigation of the 
psychological aspects of the person or on the natural rights 
theory of politics. 

The assumption of the point of view of this paper is that 
politics must be guided by moral principles, for the task of the 
moralist is that of finding principles which will guide the 
politician. The connection between politics and ethics, as 
Aristotle realized, is very close. Morality differs from politics 
primarily in that the former is pure, i.e., admits of no expedi- 
ency, whereas the latter must take the contingent into ac- 
count. Morality stresses the content of the good life; politics 
stresses the types of forms of order this content must assume 
if the ends of morality and politics are to be realized, i.e., in- 
corporated within the structure of reality. As E. T. Mitchell 
says, “It is obvious that to discuss the ends of legislation with- 
out ethics, and to discuss the ends of life independently of the 
political and judicial instruments for realizing they are 
equally futile.”** The only possible justification for the exist- 


ence of the State is ethical. The aim of the State should be 
that of assuring the maximum good of its citizens. 
From the point of view of content, politics has none which 
is particularly and peculiarly its own. On the objective side 
11 “Social Ideals and the Law,” Philosophical Review, Vol. XLVI, March, 1937, p. 114. 
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it includes the interrelationship of institutions—industry, 
school, family, etc.—and they are the State from the point of 
view of content. From the point of view of structure, poli- 
tics abstracts from the experimental aspects of actions and 
generalizes them into law, and law thus becomes the ideal of 
control and furnishes the norm toward which action tends. 
For the practical disciplines such as ethics and politics the 
element of control is paramount. The State, therefore, is a 
moral instrument, for it alone can provide those objective 
systems of control through the various institutions which 
makes an action whole and objective. Control and order are 
related concepts. 

It is clear that practical life today lacks elements of order. 
In fact, the premise of the practical disciplines has been, and 
is to a large measure, that of conflict and competition; the role 
of the State is conceived of as a balancing and harmonizing 
of conflicting interests or forces. But it is under the egis of 
such notions that account, partially at least, for the rise of 
modern business and the muddle of the contemporary world. 
To attempt to make interest and force ethical categories has 
resulted in the concept of property, rights, and contract. 
which in turn makes chaos out of modern life. The desire 
for freedom, which ushered in modern democracy, has shied 
away from the notion of control. But as Jordan states: 

The practical problem for practical philosophy is, of course, the finding of 
means whereby order as principle of substantiation may be objectified in 
the institutions of life.?? 

Practical life cannot escape control. The question is, What 
is the nature of the control? The problem of practical or 
political order is not so much that of placing the fluid content 
of experience into preconceived moulds (This is the mistake 


12“Theory of Legislation,” p. 63. “Planning is the reconstruction of an historically 
developed society into a unity which is regulated more and more perfectly by mankind 
from certain central positions . . . planning is foresight deliberately applied to human 
affairs, so that the social process is no longer merely the product of conflict and competi- 
tion,” Mannheim, “Man and Society in an Age of Reconstruction,” p. 193. 
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of the rationalists) as it is that of giving substantiality and 
continuity to the growth processes of life. Order is not 
fixity. It is rather the finding of the relation between means 
and ends, of adjusting process to goals, of harmonizing the 
natural with the cultural, of fact with reality. Nor is order 
merely peace, although peace is a presupposition of order, 
Order is dynamic in the sense that whereas will seeks to ob- 
jectify itself in appropriate objects, order relates these in- 
stitutions into harmonious relationships. The fallacy of most 
political thinking is the failure to recognize the interconnec- 
tion between institutions. That is to say, the economic as- 
pects of life and the way in which they have become em- 
bodied exert a powerful, and often deleterious, influence on 
the other aspects, familial, educational, religious, etc. It is 
the pressure of these institutions on a person which “makes up 
his mind for him” and which gives him something to think 
“about.” 

Any set of facts may be subjectively “‘ordered” (ordered 
from the point of view of interest, force, and/or desire) , and 
hence perverted, as is best instanced in the institution of pri- 
vate property. This is irrationality and chaos directed toward 
individual gain. No one considers a world in which there is 
poverty in the mist of surpluses, recurrent wars, the exploita- 
tion of man by man, an orderly world. In fact there has been 
a tendency in modern times to consider such chaos natural, 
grounded in the nature of man and life—and the resultant at- 
titude that “nothing can be done about it.” Though control 
must be antecedent to facts in order to make an act intelligi- 
ble, control does not mean rigidity. Control is life escaping 
from mere urgency and/or blind fact into will determining 
its own forms and evolving its own rules. Hence, no appeal 
to the “facts of life” can arrive at valid ethical judgments. 
It is the “facts of life” which it is the business of ethics to 
consider. 
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The “facts of life” are biological, industrial, religious, es- 
thetic; but none of these facts contain the element of prin- 
ciple nor in themselves supply criteria of order. That the 
human species will mate and feed is a fact; yet, no principle 
of right mating or feeding can be found in the fact. This 
isa natural fact awaiting its acculturalization in and through 
a set of appropriate institutions. There is no need to dwell 
on this point: Life’s motives are thwarted when they are not 
appropriately embodied in institutional structures and the 
overwhelming predominance of one institution can work 
havoc on others. 

The stern refusal to look the facts in the face is the result 
primarily of a confusion in terms. Freedom of enterprise, 
the freedom of the individual, are generally, if not always, 
empty shibboleths, a confusion of objective freedom and sub- 
jective freedom, and a confusion of freedom and order. 
Subjective freedom is an impulse to action, whereas objective 
freedom is impulse implemented, empowered to act. And 
since the subjective aspects of mind always express them- 
selves through body as an instrument for its completion, the 
reality of freedom hinges on the possibility of impulse or 
subjective will finding for itself an appropriate body or sys- 
tem of objects through which it can become real, i.e., active. 
Order, then, consists in ordering in their dynamic aspects, the 
objects contemplated by mind as subjective. And such con- 
templation, thinking, exhausts the possibilities of the subjec- 
tive, isolated, individual. All he can do is think. But think- 
ing is his moral obligation, and out of his thought must come 
plans for a reconstruction and reorganization of the economic 
and political life of the world. The fundamental question 
of the hour is whether we shall so organize the property re- 
lations as to guarantee a satisfactory life or whether we shall 
maintain the present property system and perpetuate chaos.” 


_ 18“Either the State must control industrial power in the interests of its citizens, or 
industrial power will control the State in the interests of its possessors,” Laski, A 
Grammar of Politics, p. 109. 
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Mannheim reaches the same conclusion in these words: “If in 
a short time we cannot reach the same state of reason and 
morality in the control of society and of our own natures 
that we have reached in technology, the social order will 
collapse.”™* 

We conclude therefore that there is an inherent, eradicable 
conflict between public welfare and private rights. The for- 
mer is the function and purpose of politics; the latter is the 
function and “‘purpose” of business. Either business perverts 
politics, making the State a defender of private rights or 
politics must destroy business. The realization of the whole 
good is the ethical goal of the State. Business can never be- 
come moral—can never by the very nature of its presupposi- 
tions find a place in the realm of morality. Our dream of 
peace, prosperity, abundance, of human significance in life, 
of good men living in a good world can never be realized in 
a world whose economic relations are determined by huck- 
sters. If economic relations are to find their rightful place 
in the moral world, they must be motivated first and last by 
public purpose. 


14 Op. cit., p. 50. 
University of Minnesota 
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Tolstoy’s Message for Our Times 


By Francis NEILSON 


I 
A FEW YEARS before Tolstoy passed away, he wrote three 
pamphlets which he addressed to the working people.’ He 
told them that he realized there was little time left for him to 
live and that he wished to give them his thoughts upon the 
great problems they had to face every day of their lives. 

Perhaps no one in Russia at that period was so well equipped 
for discussing with laboring men the complexities of the sys- 
tem under which they suffered. He himself for many years 
had devoted much time to hard work upon his estate. Al- 
though he was a landed proprietor, he was not satisfied to 
enjoy his portion of the wealth that was produced without 
sharing in the exertion of tilling and harvesting. Many of 
the people who visited Yasnaya Polyana, where he lived, 
brought back stories to England and America of his versatility 
in doing various chores for himself. He stood not aloof from 
the people who worked about him. Indeed, he wished to 
consider himself one of them and understand directly what 
was in their minds and how they might be helped to better 
their condition. From these fruitful experiences came many 
pamphlets that were soon translated into different languages 
and gained world-wide circulation. 

The problems with which he dealt in these works were iden- 
tical in their essentials with those which confront us today. 
In principle they are no different; they vary only in degree, 
a thousand times aggravated by the two world wars that have 
scourged mankind since Tolstoy passed away. And now, 


1“The Slavery of Our Time” (1900), “What is Religion?” (1902), “To the Working 
People” (1902), all to be found in “The Complete Works of Count Tolstoy,” trans. 
from the Russian by Leo Wiener, London, J. M. Dent & Co., 1905, Vol, XXIV, pp. 1-171. 
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when there seems to be a revival of interest in him, it might 
be useful to put forward the suggestion that some enterpris- 
ing publisher should gather these pamphlets together and issue 
them at a price working men could afford to pay for them. 
There is a new biography’ as well as a volume of his short 
stories’ on the booksellers’ counters. These no doubt will be 
read by a large audience, particularly the short stories, for 
there is nothing quite like ““The Cossacks” and “The Death 
of Ivan Ilyitch.” 

However, the essays on labor problems and religion are 
necessary because they are not only instructive—educative in 
the best sense of the term—but they direct the reader’s at- 
tention to the basic defects in the system that has brought 
distress upon mankind. 

In England before the first World War the circulation of 
these separate pamphlets must have been very large indeed. 
One—“A Great Iniquity”*—which dealt with basic economic 
conditions, was published in its entirety by the newspaper, 
The Times of London. It created a sensation, and when, 
afterwards, it was circulated as a pamphlet, it was read by tens 
of thousands of working men. For years it was referred to 
in the labor papers and often quoted on the political plat- 
forms. The first World War put an end to the generation 
that knew these messages to the producers of wealth. 


II 
THE BROTHERHOOD MovEMENT in England might have be- 
come the force that Tolstoy looked for to shape reforms that 
would endure. But that great movement, made up chiefly 
of young men of military age, suffered irreparable loss in the 


2“Teo Tolstoy” by Ernest J. Simmons, Boston, Little, Brown and Co., 1946. 

3 Selected and edited by Philip Rahv, trans. by Aylmer Maude, Chicago, Dial Press, 
1946. 

* This has been published in many forms and by many different groups. However, 
it is now available at the Henry George Foundation of Great Britain, 34 Knightrider 
Street, London, E. C. 4. This edition was printed in 1937 (written in 1905), and trans- 
lated by V. Tchertkoef and I. F. Mayo. 


| 

| 


Tolstoy’s Message for Our Times 277 


world conflict of 1914-18, and there has been nothing else 
since to take its place. Indeed, the trend of political thought 
for the past thirty years has been in quite the other direction 
—toward Socialism and Communism. 

The first World War not only destroyed the hopes of Radi- | 
cal reformers, but it sowed the ground for the rise of Socialist 
and Fascist dictators. The anti-bureaucratic hopes of Tol- 
stoy and the Radical reformers were crushed under a load of 
misery that could not produce anything but Hitlers, Musso- 
linis and Stalins. And in this country, although we escaped 
dictatorship in name, time has revealed that it is present and 
active in many forms, both in government departments and 
in labor unions. We have our Hitlers and our Mussolinis at 
work, and if Tolstoy were here to view the scene, he would 
condemn the practices that are followed under what used to 
be the fair name of trade unionism. He would show quite 
clearly that there can be a slavery just as great under a labor 
leader as there can be under employers in a system of capi- 
talism. 

What would he think of the scenes enacted in and about 
Milwaukee; of the great disturbances in and near Detroit; of 
the shameful riots that took place along the shores of Lake 
Michigan near Chicago? And most of these disorders were 
countenanced tacitly by the local authorities and, in some 
cases, by the police. Surely Tolstoy would have seen only a 
difference in degree between these conditions and those of the 
dictators in Europe. Are we not now paying dearly for the 
thoughtless escapades the labor unions indulged in ten or 
twelve years ago? 

It was Tolstoy’s singular ability to point straight at the 
heart of the matter and in simple, clear language expose the 
defects he saw and understood. He could produce, in a few 
sentences, a story illustrating his point so deftly that anyone 
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could grasp it. And this he does on page after page in these 
pamphlets. 
Ill 

IN “THE SLAVERY OF Our TIME,” he starts out with a 
dialogue between himself and a weigher serving on the rail- 
road. In this Tolstoy learns about the hours the men have to 
work and the pay they receive. He then applies the informa- 
tion to an economic and a social test which reveals a condition 
of industrial slavery acquiesced in by both laborers and em- 
ployers. In the analysis that follows, he finds that the two 
principal reasons for this state of affairs are the lack of land 
and the taxes imposed upon wealth. No academic economist 
of repute during the nineteenth century ever went so deeply 
into these unsavory problems as Tolstoy did. He shows that 
taxes have never been imposed by common consent, and at the 
same time he infers that they are levied as tribute by the few 
who have the political power to collect them. He also proves 
that the so-called iron law of labor wages is only the conse- 
quence of human enactments concerning taxes and land; 
taxes, moreover, that fall upon the necessaries of life. All 
these penalties thrust upon labor—the producers of wealth— 
affect the distribution of it, reduce its purchasing power, and 
enrich those who withhold the passive factor—land—from 
use, and aid in making a vested interest of every bureaucratic 
department. 

Where is the economist in our universities who would hold 
that the slavery of our time is due to three particular kinds of 
enactments: those affecting land, those concerned with taxes, 
and those which are in the nature of privileges extended to 
labor leaders? Tolstoy sees that the fundamental cause of 
wage slavery is legislative impositions. Teachers in the de- 
partments of economics of our colleges and universities would 
do well to read in “The Slavery of Our Time” the section 
upon “Enactments.” No one else has dealt with this matter 


| | 

| 
| 
| 
| 


Tolstoy’s Message for Our Times 279 


with such discernment and force. Indeed, it is impossible to 
ignore Tolstoy’s conclusion that most of our troubles arise 
from parliamentary decrees. 

When the grand old man approaches the question of how 
a change is to be made, it may come as a great surprise, after 
all our years of strife, to learn that he is opposed to violence 
in every shape and form. It is a peaceful revolution that he 
proposes as the only effective means of making men free. He 
calls upon the workers to stop participating in the crimes that 
governments commit. A form of passive resistance, in many 
respects, it is not unlike the constitutional weapon of the 
people—redress of grievance before supply. It amounts to 
about the same thing in the end. Indeed, it conveys the 
notion Mirabeau had in mind when he warned the authorities 
of what would happen if the workers of France should fold 
their arms. Unfortunately Mirabeau did not say that it was 
absolutely necessary for the workers to know why they folded 
their arms. 

The mere matter of strike, ceasing to work, will only cause 
further damage. The essential thing is that the oppressed 
should know what is really wrong and how to set it right 
justly. And this calls for an educated, well-informed pro- 
letariat, such as was dreamed of by their best friends, who 
worked for their enlightenment during the last century when 
it was imagined that the spread of education would be the 
true means of lifting the laboring classes out of the industrial 


sloughs of despond. 
IV 


Two years after he wrote “The Slavery of Our Time,” 
Tolstoy addressed ‘“To the Working People” of Russia, and to 
the world, one of the most remarkable essays upon their con- 
dition that was ever given to them. This is not only a 
thorough examination of socialistic nostrums but it is at the 
same time an extraordinary corroboration of the findings of 
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Henry George. Indeed, it may be said that the most devoted 
and most effective pupil that George had was Leo Tolstoy, 
In this pamphlet Tolstoy puts the discussion of economic 
conditions upon a very high plane and, as the Prophet of San 
Francisco did in his work, Tolstoy emphasizes the deeply 
religious nature of the change that he desires to be brought 
about. 

The earnestness and sincerity that shine forth in these essays 
give them a high moral value—one that cannot be found in 
any other political or economic work. It may be said that 
the analysis went so deep and was set forth with such learning 
that neither Conservative nor Socialist attempted to refute 
the facts and conclusions set forth in them. At a famous 
debate in London, a Socialist chairman of the meeting, in his 
opening remarks, said that he hoped the works of Tolstoy 
would not be referred to because Socialists ignored them. 
This happened at the time when so many people were reading 
“A Great Iniquity.” Perhaps we have reached the stage 
when the re-publication of these essays might serve a great 
purpose, that is, to open up these questions again for dis- 
cussion and promote debate among the contending factions 
in this country. 

V 

AFTER WorLp War I the writer met on the Riviera many 
Russian refugees. They had been displaced by the Revolu- 
tion of 1917. Among them were members of the royal 
family, sons of grand dukes, and a very interesting eastern 
aristocrat, Prince Wolvonsky. He had known Tolstoy and 
remarked that the writer was one of the most courageous men 
he had ever met. He also said that Tolstoy’s life was so 
nearly a counterpart of his teaching that everyone had to re- 
spect him, although the doctrines that he gave to the working 
classes were diametrically opposed to government policy. 

To think of this man addressing the people of Russia in 
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these pamphlets, without fear of the consequences, is in the 
nature of a lesson to our timorous ones who seem to be imbued 
with excellent ideas but dare not express them in public. 
How strange it is that a Tolstoy should appear in Russia at 
that time and we have no one in this country to take alead. It 
cannot be that we are devoid of the type of man who is in- 
formed and capable of presenting his ideas clearly to an audi- 
ence. There must be hundreds of such people. But what is 
it that is holding them back? The hour cries for a man of 
courage, who has faith in the real American tradition. Is it 
fear of the authorities that deprives us of his presence? Had 
fear resided in the heart of Tolstoy, we should never have had 
the gift of these invaluable essays. 

It is necessary for us to think deeply about the problems 
that are gathering thickly. The war between contending 
armies in the field has long since ended. The peacemakers 
have been at work here and in Europe for many months and 
the skeptical believe we are further than ever from the days 
of peace. Meanwhile, in all the separate countries, save 
Russia (and we except this because we really do not know 
what is taking place there), there are internal conflicts in 
politics, in industry, and in society. Our condition in a 
world of turmoil is parlous in the extreme. 

One of the great troubles is that men are looking to poli- 
ticians to do something to ease the pressure and to bring about 
what is called “prosperity.” They do not realize that they 
have been defeated by the conditions their enactments have 
produced. Tolstoy would say that nothing is to be expected 
from that source and that action can only be taken by the in- 
dividual himself. Men must rely upon themselves if they 
desire to bring about a better state of affairs. Therefore, this 
means that man must once again consider himself an indi- 
vidual if he, in association with his fellows (who also realize 
that they are individuals) is to act in communion for the set 
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purpose of initiating reform. Action should be taken with 
a long view ahead. No merely temporary political action 
will answer the purpose in this crisis. We should ask our- 
selves: what will our position be in the years to come?  Seri- 
ous people are wondering what life will be like when the post- 
war strife of the nations has ceased and the masses face the 
welter of chaos left behind by the wrack of World War I]. 
Those of us who are students know as well as the historians 
can teach us what has happened after plagues, such as the 
Black Death, and after the scourge of the sword, such as the 
Thirty Years’ War. But unfortunately there is no disposi- 
tion to take to heart these great lessons of change and rever- 
sion or to learn from them the moral of flouting the laws of 
nature. 

We are so deeply imbued with the ideas of the positivists 
and other progressives of our age that, after a short setback, 
we feel certain things will shape themselves in the way of 
mechanical progress again and bear us on to new goals of well- 
being. So firmly fixed in the minds of the people is this idea 
of material progress that it is impossible to shake it or to cast 
doubt upon the value of all those achievements that have 
raised what we call the standard of living. Such an idea as 
beginning again—that is, to return to the simpler vocations 
of life—is so foreign to the modern mind that, when it is 
mentioned, people shudder. 

We have become so inured to our so-called comfort with 
all the complexities it brings to our souls, that we believe the 
very thought of casting it off as an encumbrance is an act 
of cowardice. And, yet, there were two periods during the 
past one hundred years when prophets pointed to the warning 
signs and urged their fellows to give thought for the morrow 
and prepare for a more natural mode of existence, one in 
which we would learn to be satisfied with the simple things 
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of life; to produce sufficient to maintain ourselves and have 
leisure to enjoy hours of reflection. 


VI 


It WAS FOUND by some outstanding critics of our civilization 
that man was losing his sense of the fitness of things because 
he was divorced from the soil and that his desertion from 
natural surroundings was largely the cause of the degeneration 
into which he had sunk. Many pointed out the extraordi- 
nary changes that had taken place in man’s character as he 
became a victim of the life in the towns and the cities. He 
became, so it was charged, the creature of his political masters 
and the press. He no longer thought for himself. He was a 
slave of the machine to which he was attached day by day, 
and the machine made an automaton of him. And, yet, he 
was imbued in a dumb way with the feeling of his progenitors, 
and the old motive of mankind still stirred in him: to satisfy 
his desires and needs with the least exertion. No matter for 
how many generations he had been city bred, he was still a 
land animal and could not subsist without the earth from 
which he drew his sustenance—all food, fuel, clothing, and 
shelter. It is strange he did not know it. He had lost all 
sense of his dependence upon the primary products of the 
earth. Nothing so much as this revealed the distance that 
he had traveled from his source. To him agriculture was 
but a name. 

When Tolstoy wrote the pamphlet “What Is To Be Done?” 
it came to the public notice as a warning that it was time for 
people to reflect. No great war had taken place in Europe 
since the continent had been ravaged by Napoleon; and the 
conflicts in the Crimea, Prussia against Austria, and the 
Franco-German War gave no one an idea of the probability 


5 In “The Complete Works of Lyof N. Tolstoi” (New York, Thomas Y. Crowell Co., 
1899). This work has also been translated as “What Shall We Do Then?” and was 
written between 1884-86. 
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of such a horror as that which afflicted Europe from 1914 to 
1918. After every war, since Waterloo, the people did not 
take Jong to settle down again into a routine of life similar to 
that in which they had lived before they were disturbed. 

However, it was all very different after the Treaty of Ver- 
sailles. The slaughter had been so great that Europe suffered 
the loss of a generation of young men. In the larger countries 
on the continent there were left only cripples and defectives 
between the ages of 16 and 40. Dynastic and political 
changes of a revolutionary character had taken place in three 
of the most important countries of Europe. The dole was 
given to the workers of Great Britain to save her from revolu- 
tion. Communism and Fascism spread their tentacles in all 
directions, and few nations escaped these astounding upheavals. 
For the first time in a hundred years the people of Europe 
did not settle down again into their old routine of existence. 
The war had left its scars not only on men and women and 
their material effects; it had also left its wounds upon their 
minds. They were too distraught by their sufferings to 
reason how they could adapt themselves to the new condi- 
tions. But to the keen observer it was evident at all times 
that the Treaty of Versailles contained the germs of another 
world catastrophe. 

So long as our political mentors have their minds riveted 
upon a peace that will take up the line of material progress 
where it was broken six years ago, there will be no chance for 
reconstruction of any kind. For the end of World War II has 
multiplied a thousand times the chaos and its attendant diff- 
culties which afflicted the people thirty years ago. Indeed, 
in the matter of what are called ideologies, the mass of the 
workers in all the lands is shifting from the old political 
systems to Socialism of one kind or another. 
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Vil 
Few MEN have sufficient economic intelligence to take the 
line followed by Tolstoy and to offer the dissatisfied an alter- 
native—one which might be the saving of posterity. Forty 
years ago when people talked about the simple life and its 
advocates, most of us smiled tolerantly and imagined it was 
a good idea for some. Those of us who were fairly comfort- 
able thought it would be a pity to disturb the even tenor of 
our way but that there were elements in society which might 
profit by the simpler life and, at the same time, we would be 
rid of troublesome thoughts about how the poor managed 
to get enough food and lodging. 

Today, however, the thinking person has forced upon him 
the glaring fact that the strain of war together with the huge 
debt incurred cannot be borne by the system we have enjoyed. 
Therefore, there are those who seek an alternative. Many 
look to the past for guidance. Strangely enough, they find in 
Europe’s tragic history many references to the simple life— 
the one pursued by the practical mystic. They clutch at its 
story as a drowning mariner would at a spar. They see in it 
a return to mother earth as the source of all things which pro- 
vide bounteously for the well-being of man, if he will only 
use it to supply his desires and needs. 

It is time for our political mentors to discover what people 
are thinking. Questions are now discussed which were taboo 
ayear ago. The interventionist of yesterday is almost an iso- 
lationist today. Even those who, a year ago, pinned their 
faith upon Russia as an emancipating angel sent by Provi- 
dence to rid the earth of Hitlers and Mussolinis are now cast- 
ing doubt as to the intentions of Stalin. These are the people 
who really believed for nearly four years that the Atlantic 
Charter was the Bill of Rights for the nations of the world. 
Our political masters should understand that they have made 
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the people think. Perhaps this is the only achievement with 
which they will be credited when the awful cost is reckoned, 
As it was after the first World War, so it is after the second. 
That must never occur again! But today it is not sufficient 
for the doubting to utter this estimable expression. The 
people who are seriously concerned want something more 
than a declaration, and they are pondering how it is possible 
to prevent its happening again. 

New York 
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A Neglected Aspect of the Housing 
Problem 


By PINKNEY C. WALKER 


THE PEOPLE of the United States may well be proud of their 
economic accomplishments in the brief period since the early 
days of our national existence. The fortunate combination 
of an abundance of natural resources, an industrious people, 
and a system of free enterprise which rewards individuals for 
their thrift and effort has transformed us from a small group 
of poverty-stricken colonists into a nation whose productivity 
and standard of living stand as a goal to older and less fortu- 
nate societies. 

We have indeed made great advances in the techniques of 
production. But inquiry into the distribution of the real 
income yielded by our great productive capacity discloses 
glaring inequalities. These differences in individual incomes 
can of course be partially explained in terms of differences in 
individual ability, industry, and thrift. If one believes that 
individuals should share in the national income in proportion 
to their contribution to it, differences in income attributable 
to the above causes appear to be justified. But these causes 
of unequal sharing in the aggregate production of wealth do 
not tell the whole story. The existence of economic institu- 
tions, sanctioned by long usage, which permit individuals to 
receive “unearned incomes”—incomes for which no quid pro 
quo in the form of a contribution to production is given— 
result in a maldistribution of wealth and income which is ut- 
terly indefensible and which may have dire political and eco- 
nomic consequences. 

It is not our purpose here, however, to deal at length with 
the causes of inequality of incomes nor with the conditions 
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under which such inequality is justified. It suffices for our 
present purposes to recognize that the great disparity in in- 
dividual incomes is the fountainhead of many of our most 
pressing social and economic problems. The fact that one- 
third of our nation is “‘ill-clothed, ill-housed, and ill-fed” js 
in large measure attributable to existing institutions govern- 
ing the division of the aggregate product among our people. 


I 


AMONG THE PERSISTENT and perplexing national problems 
which are rendered more acute, if not actually caused, by ex- 
treme inequalities in income is the housing problem. One 
need not present statistics on the subject to establish the fact 
that our national housing facilities fall far short of adequacy. 
The most casual observer needs but look about him to have 
driven home the deplorable fact that an all-too-large per- 
centage of our population lives under conditions of squalor 
which are morally degrading and physiologically harmful. 
Nor is the problem confined to families with extremely low 
incomes. If we focus our attention at a higher rung of the 
economic ladder, say the middle fifty per cent of our popula- 
tion on an income basis, we find many families whose housing 
facilities leave much to be desired. 

The extent to which our housing facilities have been im- 
proved as a result of the measures put into effect by the federal 
housing legislation since 1932 is difficult to assess, In view of 
our aggregate housing needs, it would appear that these Acts, 
which taken together constitute an attack on the housing 
problem without precedent in this country, have hardly 
scratched the surface of the problem. We shall not consider 
here whether this legislation was wisely conceived. The es- 
sential fact is this: the housing problem is still with us; if we 
are to solve it, if we are to realize the goal of an adequately- 
housed nation, we must go to the roots of the problem. We 
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must undertake a program of economic reform which is much 
more basic and far-reaching than our recent federal legisla- 
tion. 

The realization of the magnitude and the far-reaching so- 
cial and economic effects of our housing inadequacy, along 
with the fact that past measures have made little real headway, 
leaves us squarely confronted with the question: What can be 
done? There are obviously two basically different approaches. 
We can examine the barriers which stand in the way of 
housing development by private enterprise and adopt a course 
of action designed to remove, or at least to minimize, them. 
Or we can undertake a comprehensive public housing pro- 
gram in which the government provides improved housing 
facilities to those who need them. Since, if the individuals 
to be housed are expected to pay the cost, the government 
would, in the main, encounter the same obstacles which pre- 
vent new construction and renovation by private enterprise, 
it would be necessary to resort to subsidies unless these ob- 
stacles were removed. The arguments against the use of 
subsidies are well known. Their use results in a distribution 
of income independent of contribution. The cost is borne by 
individuals other than those who reap the reward. In addi- 
tion, it might well be argued that the use of subsidies may 
have an adverse effect on incentive and on the production of 
wealth. Resort to subsidies to provide housing (and this 
would also apply to subsidies in the form of protective tariffs, 
subsidies to producers of certain goods, and subsidies to mo- 
nopolists resulting from inadequate regulation) might well 
result in a more inequitable distribution of a smaller national 
income. 

The arbitrary nature of the decisions which must be made 
in the allocation of subsidized housing is another serious con- 
sideration. Who shall be subsidized? To what extent shall 
he be subsidized? Who shall make these decisions; what shall 


be the criterion; how widely shall this government favor be 
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spread? Would the hand-out possibly be influenced by the 
applicant’s political affiliation? And if so, what of the idea 
that one is entitled to and should receive an income which js 
equal in value to the value of that part of the total production 
which his effort and thrift bring into existence? Our sys- 
tem of distribution as it stands is unjust; many receive large 
incomes for which they make no contribution and many re- 
ceive less than the value of their contribution to production. 
But it certainly does not follow that the use of subsidies is a 
wise and proper way to achieve a better system. For the 
granting of subsidies to certain groups, whether on the basis 
of poverty, political pull, or occupation, must certainly result 
in a distribution of income which is inconsistent with the 
principle of reward on the basis of contribution. 

It is probably true that most advocates of housing subsidies 
would prefer to attack the problem through unsubsidized 
private enterprise if such an approach could be shown to of- 
fer a real prospect of achieving our housing goals. Certainly, 
to the extent that the problem can be thus solved, arguments 
for housing subsidies become less cogent. 

Private enterprise can meet the challenge only in the event 
that housing costs are brought in line with family incomes. 
An increase in the effective demand for housing would in- 
evitably result if costs of acquiring housing were reduced or 
if the real incomes of those who want better housing facilities 
were increased. The greater demand would attract means of 
production into the housing field in order to take advantage 
of the higher returns there available. Better housing facilities 
would thus be brought into existence, and the facilities 
would be better in proportion to the extent that costs are 
reduced in relation to the incomes of the potential demanders. 


II 


BUT WHAT CAN BE DONE in the way of reducing housing costs 
and increasing the incomes of the potential demanders of 
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housing? The argument is sometimes advanced (often by 
those who advocate government subsidies for housing) that 
if costs could be reduced, they would already have been re- 
duced, and if incomes of the potential demanders of housing 
could be increased, they would already have been increased. 
The adsurdity of such an argument is obvious. Consistency 
demands that one who subscribes to such a belief must also 
believe that our economic system, our political system—in- 
deed, the whole of civilization!—is as nearly perfect as it 
can ever be, since if it could be improved upon, such im- 
provement would already have been effected! 

Let us, then, inquire into the various costs which must be 
met in acquiring housing. Important among them are the 
following: (1) cost of financing, (2) cost of construction, 
and (3) cost of site. We are concerned here with the pos- 
sibility of effecting a substantial reduction in the total of 
these costs; thus we must get some idea of their relative im- 
portance, and inquire whether and by what course of action 
each could be reduced. 

The cost of financing is an element of some importance in 
the total cost of acquiring housing. Most of those who ac- 
count for housing demand—and this is particularly true of 
low-income families—must defer payment of a large part 
of the total cost. But, even if buyers were willing and able 
to pay cash, interest on their money must be reckoned as a 
cost, since they are denied the return which could be derived 
from other uses of their funds. 

Financing costs in the housing field are largely determined 
by the prevailing condition of the mortgage money market. 
This, in turn, reflects the condition of the loan market as a 
whole. Savings can be attracted into housing development 
only at rates of return which are in line with rates which can 
be earned in other lines, with allowance for variation in risk. 
Thus, if the cost of financing housing construction and reno- 
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vation is to be substantially reduced, either the general rate 
of interest must decline or the risk element in loans for 
housing purposes must be reduced. 

Since there appears to be no reason to assume that a lower 
general interest rate is in the offing, the main hope of reducing 
the rate which must be paid on housing loans lies in the di- 
rection of a reduction of the risk involved in such loans in 
relation to the risk involved in the alternative investments 
available to lenders. Much of the risk is attributable to fluc- 
tuations in values and incomes incident to cyclical fluctu- 
ations in business activity. Although the causes and possible 
preventives of business depression are beyond the scope of this 
paper, it is pertinent to point out that any program of action 
which would make these fluctuations in business activity less 
severe would be helpful in reducing the risks involved in 
housing loans. The borrower’s credit worth would be en- 
hanced in two ways: both his income-producing ability and 
the value of his property would be more stable and certain 
and would therefore afford the lender greater security for the 
loan. 

The opinion seems to be prevalent that low-interest loans 
constitute the most hopeful method of encouraging housing 
in the United States. Indeed, this appears to be the assump- 
tion underlying much of the housing legislation of the past 
decade and a half. It is,-of course, true that the ability to 
borrow at lower rates will give some impetus to housing con- 
struction, but it is easy to err in the direction of over-opti- 
mism regarding the extent to which our housing facilities 
can be expanded as a result of low-interest loans. A decline 
in the interest rate of, say, six per cent to four per cent will 
not result in a very great reduction in the cost of acquiring 
housing. To illustrate this point, let us assume that one 
undertakes to build a single-family dwelling, of which the 
cost of site and construction amount to $10,000. If he were 
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to borrow $6,000 (60 per cent of the value of the property) 
at 6 per cent interest, a payment of approximately $66 per 
month for ten years would be necessary to retire the loan. At 
a 4 per cent rate, a monthly payment for ten years of ap- 
proximately $60 would be required. This illustration, which 
may be regarded as a typical home-financing arrangement, 
serves to emphasize the necessity of a substantial reduction in 
the total of land and construction costs if adequate housing 
is to be brought within the grasp of the income group where 
the need is most severe. A lower loan rate, although it would 
provide some stimulus to housing development, is not alone 
sufficient. 

Let us now turn our attention to a brief consideration of 
construction costs. It has been estimated that these costs 
make up from sixty to eighty per cent of the total cost of 
acquiring housing;* thus a substantial reduction in cost of 
construction would have a considerable effect on total cost. 

A survey of the literature on the housing problem reveals 
a number of suggestions regarding the reduction of construc- 
tion costs. Some writers have contended that these costs 
could be reduced sharply by improving the methods of the 
building industry. It is argued that the building industry is 
poorly organized, that it uses archaic methods; and dispar- 
aging comparisons are made between the building industry, 
which is characterized in the main by small-scale operations, 
and such industries as the automobile industry, in which mass 
production techniques are employed. It is argued that pre- 
fabricated houses could be made available at very low prices 
if the building industry would but take advantage of the 
economies of mass production. a 

There appear to be a number of reasons why the great 
dream of prefabrication has not become a reality. It is es- 


'Shire, A. C., “Housing: Its Methods and Costs,” The Annals of the American 
Academy of Political and Social Science, March, 1937, p. 44. 
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sential, if mass production techniques are to be economically 
feasible, that a large and sustained demand exist for the prod- 
uct. Mere desire for better housing on the part of many 
families, or mere need of it, is not alone sufficient; those who 
want better housing must have the purchasing power to com- 
mand it in the market if they are to be demanders of housing 
in an economic sense. Although our housing need is great, it 
is doubtful whether a sufficiently large and sustained demand 
would be forthcoming to make production on a large scale 
worthwhile. Another obstacle to prefabrication is the op- 
position of trade unions to the use of materials which are more 
completely factory fabricated; general union policy in the 
construction field seems to be to oppose any methods which 
will reduce the amount of labor at the site. Still another 
difficulty lies in the resistance to standardization in the 
housing field both on the part of the buyer and the architect. 
So long as owners insist upon a high degree of individuality, 
they must necessarily forego the lower price which quantity 
production would make possible. 

A realistic appraisal of the possibility of greatly i improving 
the methods of the building industry forces one to conclude 
that a great reduction in construction costs should not be ex- 
pected from this source in the near future. Perhaps, in time, 
the obstacles to the use of mass production techniques will 
be sufficiently overcome to make them economically feasible; 
but to date, after over a decade of experimentation with fac- 
tory fabrication, there have been no large-scale results in the 
private housing field. 

It has also been suggested that construction costs could be 
reduced through a lower hourly wage for labor in the build- 
ing trades. Such would be possible without a sacrifice of 
income on the part of the laborers if the wage-reduction were 
accompanied by steadier employment. Since union labor will 
almost certainly fight against reducing the hourly rate, the 
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prospect of reducing construction costs in this way seems 
remote. 

Another factor, and an important one, which tends toward 
higher construction costs is the monopolistic position of cer- 
tain producers of materials and of certain labor groups. The 
extent to which costs are thereby affected is difficult to assess. 
The monopolist—whether a single company, a group of “‘co- 
operating” companies, or a labor union—is in a position to 
gain at the expense of the buyer of its product or service 
through limiting its supply; this makes possible a higher price 
than would otherwise prevail. If our price system is to func- 
tion at its best—if it is to operate at maximum efficiency and 
if the wealth it creates is to be shared equitably—it is essential 
that exploitation of consumers by monopolistic producers and 
labor groups be prohibited. Perhaps this end can be at- 
tained through vigorous enforcement of existing antitrust 
laws; or it may be that these laws will have to be supplemented 
and strengthened by new legislation. The point to be em- 
phasized here is the importance of an effective antimonopoly 
policy if our economic system is to function properly; and 
among those who would gain by prohibiting monopolistic 
exploitation are the potential demanders of housing, as well 
as the consumers of other products the prices of which are 
higher because of monopoly. 

It appears from our brief inquiry into financing and con- 
struction costs that a very optimistic outlook regarding the 
reduction of these costs is not justified. And when we con- 
sider how far the costs of acquiring housing must be reduced 
if adequate shelter is to be within the means of the many 
families who cannot now afford it, we can understand why 
most investigators of the housing problem have reached the 
conclusion that housing subsidies of one sort or another are 
necessary. Before we concur in this conclusion, let us turn 
our attention to an important element in housing cost which 
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seems to have been neglected, at least so far as suggestions for 
reducing it are concerned, by scholars who have written on 
the housing problem. The cost to which I refer is the neces- 
sary expenditure for the site. 


Ill 


THE price which must be paid to acquire land for housing 
purposes is a serious obstacle to housing development. It has 
been estimated that land cost varies from 5 per cent to 25 
per cent of the total cost of land and building; 20 per cent is 
perhaps a fair average figure for land in established residential 
districts.” These figures indicate the significance of the land 
question in relation to the housing problem; if a house which 
costs $3200 to construct will command a price of $4,000 be- 
cause of the site value of the land upon which it is built, 
then some three and a half million families who could have 
paid the former price will be kept out of the market by the 
additional cost attributable to the land alone.’ 

Let us approach the land question by considering, first, the 
factors which determine the sale price of land. The price 
which a purchaser is willing to pay for a parcel of land is 
based upon the net incomes attributable to it discounted for 
the periods of time that are expected to elapse before the in- 
comes are received. It is usually necessary that a building be 
erected upon urban land in order to obtain an income from it. 
The land return which is the basis of the land value is the 
residual return which the land is capable of yielding under its 
highest and best use. This residual return, referred to by 
economists as economic rent, is that amount which remains 
for the owner, under highest and best use, after deducting 
the necessary expenses of operation and the depreciation and 
return on the capital or improvements. The basis of the sale 


2 Shire, op. cit., p. 44. 

3 Based on 1929 levels of income. See Lowell J. Chawner, “Economic Factors Related 
to Residential Building,” The Annals of the American Academy of Political and Social 
Science, March, 1937, p. 31. 
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price of land is not the economic rent which the land is actu- 
ally yielding; it is, rather, the net economic rent which the 
land is capable of yielding to the owner. Therefore, idle land 
—land which is held out of use by land speculators—may have 
a high value and command a high price. This economic fact 
is of real significance to the housing problem. The withhold- 
ing of supra-marginal land from use forces inferior land into 
use, as well as forcing a more intensive use of good land 
which is not withheld; the inevitable result is higher land 
prices than would otherwise prevail, and therefore a greater 
necessary expenditure in order to acquire a site upon which 
to build a home. 

We see, then, that any parcel of land capable of yielding 
net economic rent to its owner has value, and its market price 
will tend to equal the capitalized value of the prospective net 
economic rent. But let us inquire further. Why is supra- 
marginal land capable of yielding economic rent to its owner? 
The importance of such an inquiry cannot be overemphasized. 
If we agree that contribution to production is a proper cri- 
terion for determining one’s share in the aggregate product, 
then we must inquire whether incomes of various sorts in- 
volve a contribution on the part of the individual who reaps 
the reward. In the case of land rent we must determine why 
the land produces a net return and thus determine whether 
the landowner is responsible for the earning capacity of the 
land. 

The reasons why supra-marginal land can yield economic 
rent are obvious. One of two causes is always responsible: 
either the land has value because of geological factors, such as 
oil sands or coal deposits, or its value is attributable to com- 
munity growth and development. In the-great majority of 
cases community growth rather than geological factors is the 
main reason for the earning capacity of land. Thus, in the 
usual case, land value is a socially produced value, arising from 
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societal trends over which the owner has little if any influ- 
ence. And when the land value is not so produced, it is a 
result of geological factors which are in no way related to the 
thrift and effort of the landowner. Whether the parcel of 
land was endowed by nature with certain characteristics 
which make it capable of yielding economic rent, or whether 
its ability to yield such rent is the result of the development 
of a town or city upon or near it—in either case the rent 
which it can yield can in no sense be considered as an “earned” 
income on the part of the landowner. He is not responsible 
for the land’s existence and he is not responsible for its value. 
If he is permitted by custom and law to appropriate economic 
rent for his own purposes, he is being permitted to take with- 
out giving—to enjoy a share of the goods created by society 
for which he makes no corresponding contribution. 

We see, then, that the cost of acquiring land is an impor- 
tant obstacle to housing development, that the economic rent 
which the land is capable of yielding is the basis of its sale 
price, and that economic rent is a socially produced income. 
We are now ready to consider the basic economic reform 
which, if put into effect, would greatly reduce housing cost 
and which would at the same time take for society an income 
which is peculiarly a social product—the proposal made by 
Henry George over seventy years ago and already in partial 
application in Australia and elsewhere: a revision of our tax 
system whereby the economic rent which land is capable of 
yielding is taken by government through taxation. The in- 
come to government from the tax on economic rent (land 
value tax) would make possible the removal of many of our 
existing taxes and a very substantial reduction in others. 

Not only would the substitution of a land value tax reduce 
substantially the cost of acquiring housing by drastically re- 
ducing the cost of acquiring the site; it would also have a 
wholesome effect on the production of wealth and on the dis- 
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tribution of income, thereby bringing decent housing within 
the means of many who cannot now afford it. Let us con- 
sider the economic consequences which are to be expected to 
result from the application of George’s proposal, and let us 
consider them especially in relation to the housing problem. 
Since a land value tax would be imposed on all land capable 
of yielding rent, it would apply as well to idle land (supra- 
marginal) as to land in use. It would force into productive 
use land which is now withheld from use because it would 
make it highly unprofitable for land speculators to hold 
valuable land idle. Suppose a given piece of land would yield, 
if put to its best use, an annual income of $2,000 over and 
above repairs, depreciation, the going rate of return on capi- 
tal, and wages at the market rate. An annual tax of, say, 
$1,800 on such land would certainly discourage the land- 
owner from holding it out of use in the hope of a rise in price. 
He would be forced, by the burden of the tax, to put the 
land into productive use or sell it to someone who would use it; 
in either case, society gains. As good land which is now idle 
is brought into use, the productivity of labor at the margin 
tends to increase and wages tend upward. If it is not at once 
obvious that a land value tax, by forcing idle, supra-marginal 
land into use, would make for higher wages, perhaps an illus- 
tration which goes to extremes will help to clarify the prin- 
ciple. Let us suppose that, say, one-third of the area of each 
state is withdrawn from use. What effect would this have 
on wages? Would not the laborers who now live and work in 
these areas be forced to crowd up on the remaining land space? 
Would not the worker in the Texas oil fields and the coal 
miner in Pennsylvania and the longshoreman in Boston have 
to seek employment elsewhere and at lowér wages? Would 
not the remaining two-thirds of the land space be used more 
intensively, with labor and capital resorting to poorer lands 
than would otherwise be used? And would not the total 
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production of our economic system be considerably decreased 
as a result of applying our labor and capital to inferior land— 
land which would not be worth using if the better land had 
not been withheld? Surely wages would be lower and eco- 
nomic rent higher as a result of reducing the supply of good 
land in relation to the supply of labor and capital. And con- 
versely, the forcing of good land into use by placing a heavy 
percentage tax on economic rent must result in a greater mar- 
ginal contribution of labor and higher wages.* 

There is another and very important way in which the 
wage earner would benefit from the adoption of a land value 
tax. Not only will his wages be higher because of the increase 
in his marginal contribution; he will also gain by the shifting 
of the tax burden so that wages are taxed less than under the 
present tax system. Let us suppose that, with present taxes, 
the labor of a given class produces a marginal value-product 
per worker of $2,000 per year. The wage earner does not re- 
ceive the full $2,000; he gets, instead, the $2,000 less taxes the 
incidence of which fall on his wage income. Thus he receives, 
say, $1,800, while he actually contributes $2,000 in value to 
the total annual production of goods. The combined effect 
on his wages of forcing idle, supra-marginal land into use 
and removing taxes which reduce his wages might well re- 
sult in a wage of, say, $2,100 per year, an increase of nearly 
17 per cent. 

The benefits to the saver, or capital owner, which would 
result from the adoption of a land value tax in lieu of other 
taxes parallel those which we have discussed for the wage 
earner. Capital will be more productive at the margin as a 
result of better land in use and the rate of return to savers 
will, at least for a time, tend to be higher. Also, the shifting 


4 If it appears to the reader that the assumptions in the above illustration are so far- 
fetched and absurd that no sound conclusions can be deduced from them, it might be 
well to mention that at least one writer has estimated that approximately 40 per cent 
of the urban land in the United States is idle. See H. E. Hoagland, “Principles of Real 
Estate,” p. 14. 
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of taxes so that they bear more heavily on rent and less on 
interest will give the saver a larger part of the increase in 
production which his capital makes possible. If the marginal 
productivity of capital is, say, 5 per cent, and if taxes which 
finally rest on interest reduce this return to, say, 3 per cent 
or 34 per cent, the combined effect of reducing taxes on 
capital and forcing better land into use might well result in 
an interest return to the owner of capital of more than 5 
per cent. Of course, this higher rate might by providing a 
greater reward for saving bring about an increase in capital 
accumulation, followed by a lower productivity of capital at 
the margin, with the interest rate tending to adjust down- 
ward. Total production would then be greater than before, 
and wages would tend to be even higher, since the produc- 
tivity of labor at the margin is greater as the capital that 
labor has to work with is increased in amount and quality. 

Thus the tax reform proposed by Henry George would 
benefit both wage earners and savers; part of their gain 
would result from the increase in total production which 
the land value tax would bring about and part of it would 
be at the expense of those whose total income is largely 
economic rent, since this income, or most of it, would be 
taken by the tax. It is probably true that most landowners 
would also gain, since the larger part of the income of most 
landowners is in fact wages and interest rather than economic 
rent.” 

It should be clear that this reform of our tax system would, 
through its effect on the purchasing power of laborers and 
savers, provide a real stimulus to housing development. The 
wage earner who wants better housing will find it easier 
to save—his wages are higher and he derives a larger return 
on his savings. But these advantages, however great they 


° There is little question that this would hold for the United States, where ownership 
of land is rather widely distributed. In countries where the land is owned by a small 
Percentage of the population, the above statement would not be accurate. 
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may be to the prospective purchaser of housing, are in fact 
but a minor part of the total advantage which a land value 
tax would give to the family desiring a better home; an 
even greater advantage would be derived from the reduction 
in the cost of aquiring housing as a result of the great reduc- 
tion in the sale price of the site. Indeed, this cost would, 
with a 100 per cent tax on economic rent, be reduced to 
zero! That a land value tax would bring down the sale price 
of land and that the reduction in sale price will vary directly 
with the percentage of economic rent which is taken by 
the tax ‘s obvious when we consider the effects of the tax 
on the factors which underlie land prices. The sale price 
of land tends to equal the present value of the prospective 
net economic rent which the land is capable of yielding. 
The present value is derived by capitalizing the prospective 
net rent at a rate of interest which is in line with returns 
that can be had on alternative investments. With a land 
value tax taking most of the rent, the prospective economic 
rent to the owner is reduced for two reasons: first, the 
marginal productivity of land is lower because there is more 
good land in use, and, second, the part of the marginal prod- 
uct which goes to the owner is greatly reduced because of 
the tax deduction. The interest rate which is used in capital- 
izing the net rent is greater as a result of the higher produc- 
tivity of capital at the margin and also because of the removal 
of some of the taxes which fall on interest. With an increase 
in the rate used in capitalization, and with a decrease in the 
net rent which is capitalized, the price that the land will 
bring in the market must be lower. And the amount of its 
decrease will depend, in the main, on the percentage of rent 
taken by the tax. 

Perhaps a simple illustration will be helpful in making 
clear the effect on land sale price of adopting a land value 
tax in lieu of other taxes. Let us assume that before the 
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land value tax is put into effect the marginal product of a 
given piece of land is expected to be $150 per year and that 
taxes which now fall on rent reduce the return to the 
owner to $108 per year. Let us assume an interest rate of, 
say, 4 per cent net (after allowing for taxes which fall on 
interest). The price of the land would, in a free and in- 
formed market, be approximately $2700. Now let us sup- 
pose that a tax is imposed which takes, say, 90 per cent 
of the prospective rent. We shall now assume a marginal 
product for the same piece of land of $140, since a consid- 
erable amount of supra-marginal land would be forced 
into use by the tax. With these assumptions the net rent 
to the owner, after the tax, would be $14 per year since 
the tax would take $126 per year. If, tor the reasons 
discussed above, the interest rate which reflects the gain 
that alternative investments will yield is now, say, 6%, the 
sale price of the land would tend to be $233.33. If we now 
assume that a home with a construction cost of $9,000 is to 
be built upon this piece of land, the total cost of acquiring 
the home has been reduced from $11,700 to $9,233.33. 
And this very considerable reduction in the cost of acquiring 
housing is brought about by the simple modification of our 
tax system so that socially produced economic rent is largely 
appropriated by government, instead of the earned incomes 
of workers and savers, and used in lieu of other taxes to 
pay the expenses of government. 


IV 
WHEN ONE SEES the full significance of reducing housing 
cost by almost the entire cost of the site and when he fully 
appreciates its effect in bringing good housing within the 
means ‘of the millions of people who now live under environ- 
mental conditions which are morally and physically degrad- 
ing, he cannot but wonder at the persistence with which 
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economists carefully avoid a consideration of this vital 
reform! To attempt to solve the housing problem by minor 
reductions in cost of financing and cost of construction when 
the possibility of reducing site cost to almost zero is ignored 
is like choosing a donkey trail as the best route to the city 
when a four-lane super-highway is available! And when 
we consider that the donkey trail, after all, does not lead 
us to the heart of the city, its choice becomes even more 
difficult to understand! 

It is not quite correct to say that all of the students of the 
housing problem ignore the land value tax proposal when 
they inquire into the possible approaches to its solution. 
Some few references to the proposal are found in the litera- 
ture dealing with the problem. In his article “A Survey 
of Approaches to the Housing Problem,’”*® Jay Warren 
Vinton devotes a full paragraph to the “single tax.” He very 
ably points to the acuteness and the nature of the problem 
in the following terms: “We are today face to face with an 
acute housing shortage, and rents threaten to rise to exploit- 
ative levels. There is a wide disparity between the cost of 
providing shelter at current rates of interest and the in- 
comes of half our families. And the chaos of our cities 
grows worse from day to day. Congestion increases at 
their centers, blight spreads in ever-widening circles, while 
straggling suburbs of jerry-built houses invade the country- 
side.” Mr. Vinton quite properly points out that there 
is no single reform which would completely solve our 
housing problem. He states that “those starry-eyed re- 
formers who expect the opening of some Book of Revelation 
to disclose the awaited secret are doomed to disappointment. 
There is no unitary solution to the housing problem.” It 
is in connection with his general discussion of “unitary 


6 Jay Warren Vinton, “A Survey of Approaches to the Housing Problem,” T/ 
Annals of the American Academy of Political and Social Science, March, 1937, pp. 7-8. 
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solutions” that Mr. Vinton gives brief mention to the land 
value tax proposal; “The advocates of the single tax have, 
at this late date, little chance of collecting unearned incre- 
ments for the public treasury. But even if this did even- 
tuate, it would not automatically solve the housing problem.’ 
Moreover, in forcing vacant land into use, the single-taxers 
run the danger of forcing it into too intensive use, whereas 
our present need is for less intensive use of urban land.” 

As we have seen, a land value tax will certainly force 
into productive use idle land which is worth using; indeed, 
this result is one of the important benefits that a tax on 
economic rent would bring about. But it does not follow 
that it would force land into “too intensive use,” a possibility 
which Mr. Vinton seems to regard as a valid argument 
against its adoption. In fact, a less intensive use of urban 
sites would almost certainly result. The withholding of 
good land from use forces down both the intensive and exten- 
sive margin; it causes supra-marginal land to be used more 
intensively and forces into use some land which would be 
sub-marginal if the superior sites were not withheld. Thus 
an increase in the available supply of well-situated sites 
will bring about a shifting of labor and capital to these sites 
and the remaining supra-marginal land will be used less 
intensively. 

Mr. Vinton’s statement that a land value tax “would not 
automatically solve the housing problem” is undoubtedly 
true. Even though it would increase the annual production 
of wealth, make real wages higher, increase the gain from 
saving, make it easier for most people to accumulate funds 
with which to purchase a home, reduce considerably the 
total cost of acquiring housing, and result in a more equitable 
distribution of income, there would still be some families 
who could not afford the kind of home they need and want. 


Italics mine. 
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There is, indeed, no unitary solution to the problem of 
poverty, nor to the problem of housing which is an integral 
part of that problem. But is the fact any single reform 
will not result in a Utopia a good reason for not adopting 
it for the beneficial consequences which its adoption will 
achieve? And is the fact that the idea was not conceived 
yesterday or the day before a sufficient reason for ignoring 
it today? Does the fact, if it be a fact, that a given reform 
“has little chance” of adoption constitute a valid reason for 
dismissing it from consideration? If so, we are subscribing 
to he proposition that a suggested program of action should 
be ignored because it is ignored—a proposition which is by its 
very nature utterly nonsensical! 

It appears from our inquiry that the adoption of a land 
value tax would go a long way toward bringing the cost of 
shelter in line with incomes so that a much larger proportion 
of our population could afford good housing. The stimulus 
to the housing industry would result from higher real wages 
on the part of labor, a greater return to the saver, an in- 
crease in total production, and from a great reduction in the 
cost of the site. Income would, after the substitution of a 
tax on economic rent for other taxes, be divided out more 
nearly on the basis of contribution; by taking socially pro- 
duced economic rent to pay social expenses, savers and 
workers, who bring into existence the total stock of goods 
through their contributions in the form of thrift and effort, 
would get a much larger proportion of the total production 
for which they are responsible. Why, then, if these conse- 
quences are logically to be expected to result from such a 
program, must one search through volume after volume of 
research on the housing question in order to find even 4 
single paragraph on the land value tax proposal? Why 
must economists persistently neglect the one proposal which 
will substantially reduce housing costs and at the same time 
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bring about a more equitable distribution of wealth? Why 
must economists who inquire into the housing problem 
divert our attention from a basic economic reform with such 
obvious advantages to superficial remedies (such as interest 
subsidies) which not only will not make any real headway 
toward a solution but also work in the direction of an even 
more inequitable distribution of wealth? 

One often hears the argument that a free enterprise system 
cannot provide us with adequate housing. And in connec- 
tion with the provision of other goods one often hears indig- 
nant demands for subsidies and for a modification of our 
system so that less reliance is placed on impersonal market 
forces, with greater dependence on the “direction” of oux 
economy by central authority. These “causes” are not 
without their champions in our legislative bodies. So we have 
protective tariffs, subsidies to farmers and crop allocation. 
We make our prices go up by greatly increasing our money 
supply and then set price ceilings to keep them down. We 
bring on deflation and low prices by destroying or permitting 
the destruction of a large percentage of our money supply 
and then set price floors to hold prices up. When supply and 
demand are equal at a price which we consider “abnormally” 
low, we shoot pigs and cattle and plow up cotton in order 
to boost prices. We construct houses at public expense for 
people to live in if they have low enough incomes to qualify 
(thereby putting a premium on laziness and incompetence). 
We tax people who work and save in order to subsidize the 
indolent, and in order to permit other groups to receive 
incomes for which they give nothing in return. We permit 
monopolistic groups to exploit the worker through our fail- 
ure properly to control their prices, thén pass minimum 
wage laws so the worker will receive “his fair share” of the 
output of industry. In short, we sabotage our free enter- 
Prise system with perhaps even more efficiency than if we did 


of 

al 

| 

d 

| 

| 
| 


308 The American Journal of Economics and Sociology 


it deliberately and then complain, “Free enterprise is no 
good; it won’t work!” 

If our public policy is to be wisely conceived, if we are 
to maximize the production of wealth and if we are to share 
equitably in the aggregate product, our policies must be 
based on unprejudiced and informed opinion. Perhaps the 
most important réle in the formulation of wise public policy 
is the rdle of the economist. If he performs his function 
properly, if he will attack our problems without prejudice 
and with a sincere desire to achieve a more productive and 
more equitable economic system, we can go a long way 
toward a solution of the problem of poverty, and, as a by- 
product, a solution to our housing problem. 

University of Missouri 
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The Survival of Capitalism 


By RICHMOND F. Brown 


Americans are always moving on. 

It’s an old Spanish custom gone astray, 

A sort of English fever, I believe, 

Or just a mere desire to take French leave, 

I couldn’t say. I couldn’t really say. 

But, when the whistle blows, they go away. 
Sometimes there never was a whistle blown, 
But they don’t care, for they can blow their 


own 
Whistles of willow-stick and rabbit-bone, 
Quail-calling through the rain. 
A dozen tunes but only one refrain, 
“We don’t know where we’re going, but we’re 
on our 
STEPHEN VINCENT BENET 


I 


AMONG THE LARGE industrial nations of the world only 
Belgium, Holland, Switzerland, Sweden, and the United 
States are still clinging to the esentials of a system of free 
enterprise, or capitalism. In France, with twenty five per 
cent of the voters backing the Communist party and the rest 
behind various socialist groups; in England, where the social- 
ist labour government feels sure of its power for another five 
years; and in Russia, where the Communist party is the only 
party considered in elections, capitalism and the system of 
free enterprise has fallen. In all but the smaller countries 
of eastern and western Europe mentioned above, free enter- 
prise is either gone or on its way out. The question is 
forcefully put to us—what is wrong with capitalism? What, 
if anything, can be done to improve it, and, on the other 
side of the ledger, what is wrong with the highly touted 
a and communism as described by Marx and his fol- 
owers? 


Basic among the socialist’s doctrines is the theory that the 


* From “Western Star,” published by Rinehart & Company, Inc. Copyright, 1943, 
by Rinehart & Company, Inc. Quoted by permission. 
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worker is exploited by the capitalist, that the worker produces 
much more value than is returned to him by his employer, 
the capitalist. Despite the wide acceptance of this doctrine 
among the liberals of the world it is completely fallacious in 
a truly competitive economy where there is a free labor 
market and competition among employers for employees, 
In order to be true this doctrine must assume an essentially 
monopolistic economy. 

In a truly free system of free enterprise wages are deter- 
mined, not by a minimum subsistence wage as the socialist 
would have us believe, but by the amount that the marginal 
worker in any industry adds to the production. The actual 
operation of wage determination is extremely complicated, 
and requires a good many pages to explain all its ramifications, 
but the basic idea may be presented in a few words. Any 
manufacturer will employ persons up to the point where the 
last worker adds to the production in dollars just slightly 
more than he is paid. All workers of the same ability will 
receive this wage. The capitalist will hire this worker 
because he receives more by hiring him than if he did not 
hire him. He will not hire any more workers because 


receive this wage. The capitalist will hire this worker 
product as the last worker hired. (Each person added to 


a given amount of land and capital will add a little less to the 
total product than the previously hired worker did.) The 
worker will be paid this wage because for any less wage other 
employers would want him. Just as the wage earners com- 
pete for jobs the employers will compete for the workers. 

If, due to improvements in methods of manufacturing, 
the marginal worker produces more goods in all industries, 
this marginal worker will receive just that much more in 
wages, and while in any given industry improvements in 
methods of production may not give rise to an increase in 
wages among the workers in that factory (since there is no 
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competition for the wage workers from other industries 
which have not improved their methods of production and 
who cannot, therefore, afford to pay workers any more) 
none the less an overall increase in productive efficiency will 
increase the average wages of all workers. Where then has 
all this excess of money gone? The workers’ salaries have 
not increased as fast as they should considering the overall 
increase in productivity. Where has all this excess wealth 
gone? 

The Socialist and the Communist maintain that the capital- 
ist, the man who gets his income from property receives this 
excess. What is included in the term property? The usual 
answer is land and capital, capital being all property other 
than land which is used in the production of goods. There 
is usually no distinction made between income from these 
two sources, yet the methods by which they are obtained 
are radically different. Income from capital is earned in the 
same sense that the income of a worker in a factory is earned. 

Capital is obtained by some member of a community 
producing more than he consumes over a period of years. In 
this way others are allowed to work at tasks other than pro- 
ducing necessities such as food and clothing. They produce 
instead machines and factories and other tools of production 
which no one wants for themselves but which aid in the 
manufacture of such things as automobiles and radios, bread, 
milk, and clothes. Except for this production by some of 
the people of more goods than are consumed, there could 
be no capital, no tools of production. 

But these tools of production add to the output of goods in 
nearly every industry. The farmer can raise hundreds of 
times as much food when aided by plows, tfactors, threshers, 
and reapers, to name only a few farm implements, as he 
could with his hands alone. His orchards too are capital, 
made available only by his excess of production over con- 
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sumption. Similarly in the automobile industry, large 
machines are necessary for the production of nearly all the 
parts of an automobile. Hand made parts (which still use 
capital in the form of hand tools) are fantastically expensive. 
In a very real sense, then, capital increases the productivity 
of industry. The total product available to the public is 
larger as a result of the presence of this capital. The saving 
of some individuals has made the community richer, and 
they in return have received a portion of this wealth in the 
form of interest. Surely there can be no doubt that interest 
on capital is justified. 

But is the rent received by virtue of the ownership of 
land justified? What does the owner of land add to the 
total product of the community that would not be there 
were it not for his possession of a piece of earth? Who is 
allowed te produce goods who would not be if the owner did 
not own the land? The answer inevitably arrived at is that 
there is no product added by virtue of the ownership of the 
land by some individual. The payments of rent made to a 
landowner are not paid because the landowner has brought 
something into existence that would not have been except for 
his labor. In truth the payment of rent is a sum paid to 
the owner for permission to use something which logically 
belongs as much to the renter as it does to the owner, for the 
value which any piece of land has is due either to the natural 
resources in it or under it, or to the number of people who 
live near it. 

No one would say that the land under the Merchandise 
Mart in Chicago is worth no more than a piece of land of 
comparable size in a small Illinois town, yet the land is the 
same, and the chances are that the owner of the land in the 
small Illinois town has done more to improve the land that 
he owns than the owner of the land under the Merchandise 
Mart. The difference between these two pieces of land then 
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is, basically, that around one live millions of people, and 
around the other live a few hundred. The value of the land is 
dependent on its position relative to population, and is not 
dependent on anything done by the owner. Capital put on 
the land by the owner, increases the value only by the cost 
of the capital, but the return to the owner will be not only 
the interest-on the capital which he put on the land but also 
rent of the land, which was not created by any work done 
by the owner. 

We must conclude, then, that while interest on capital is 
an earned income, earned as a result of producing more goods 
than are consumed, and saving this difference by investing 
it in one way or another, the rent of land is unearned, and 
paid only because some persons own the earth on which we 
live and have the power, in effect, to force some of us off of 
the earth if we will not pay as much for using their earth as 
they want us to. 

The socialist and communist offer us a planned economy. 
The Fabian socialist offers one in which those who are con- 
trolled by the planning are also the planners, a democratic 
socialism in other words. Forgetting for the moment any 
inconsistencies in basic socialist theory, what is likely to be 
the result of a totally planned economy? In any system in 
which planning is total, capital must be accumulated under 
law and not by free enterprise, unless of course a regular 
rate of interest is paid, as it is now, by the various concerns 
using capital, even though these concerns are managed by 
government. But such a plan is nowhere mentioned in 
any socialist doctrine, and must be considered revisionist in 
nature if it is socialistic at all. The orthodox conception of 
socialism, however, leads us to a system where all productive 
property is controlled by government. This means a com- 
pulsory rate of saving or (which amounts to the same thing) 
wages low enough to allow a surplus for capital construction, 


| | 


314 The American Journal of Economics and Sociology 


and government control of this capital. In a democratic 
socialism there would be a strong temptation on the part of 
the office seeker to promise to reduce taxes or increase wages 
during his term in office by reducing the amount of capital 
accumulation. Probably few voters would understand the 
issues involved, and the desire for higher wages would be 
strong. The result of such a policy for a period of a year 
or so would be barely noticeable, but over a period of years the 
effects would be disastrous. 

Distribution and production of goods would also be a 
problem. In our country goods are produced according to 
the desires of the people. If there is a shortage of wheat one 
year the profits will be abnormally large and the next year 
more persons will raise wheat and fewer will raise something 
else, but in a planned economy where prices, wages, interest, 
and rent are determined by government, all this must be 
carefully planned out. As under the N. R. A. and A. A. A. 
in the United States, but to a far greater extent, the individual 
must be told how much of what he may produce and must 
produce. This is a restriction on individual freedom. Re- 
gardless of the economic results which may be obtained in this 
way it means a restriction of freedom for a large number 
of persons. Compulsory saving is similarly a restriction of 
freedom, for in effect the government is saying ““What you 
used to earn and spend as you pleased we now take from you 
and spend as we see fit.” For better or for worse that is the 
inevitable result. Total planning must mean total control. 

The socialist believes that by planning he can cure most of 
the wrongs of the present system. This seems unlikely on 
the basis of past experience. Anyone who takes the time to 
check back over the bills passed in the Congress of the United 
States during the last fifty years will discover that many of 
the bills did not accomplish what they were intended to. 
Can we assume that with the advent of a planned economy 
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the law makers will suddenly become more intelligent? Shall 
we assume that the Congresses of the United States, which 
have made all manner of mistakes, should be allowed not 
only to run the government of the country but also all the 
businesses in the country? It must be remembered that such 
a procedure would mean that the citizens of the country 
would be paying the salaries of the managers of all of the 
large concerns in the country, whether or not these managers 
were running their businesses well. Their control, while 
existing, would be so indirect in all but a few cases as to be 
almost nonexistent. 
Il 

WHAT THEN can we do with our present system of free 
enterprise to make it really free, and better than any reg- 
imented system both as to efficiency and as to that intangible, 
freedom? There are now four basic difficulties to our system. 
Some are generally recognized as problems, some are not. 

It will be recalled that in discussing the Marxist contention 
that interest on property was not earned, it was argued that 
while interest on capital was earned, rent on land was not 
earned. While several methods have been devised for tak- 
ing this unearned increment, by ‘far the best to use in a free 
country such as ours is taxation of the land according to its 
value. If all, or nearly all, the rent is taken by the govern- 
ment there will be no unearned income left for the owner of 
the land. The value of the land, given to it either by nature 
or society, will be taken by society for use of all its members. 
Other benefits to society will follow. 

For example, if land is taxed for its full rental value, no 
land can be held out of use by speculators, for they would 
have to pay the full amount of rent whether or not they 
received this rent. In order to sell the land to someone who 
would use it, they would quickly lower their prices to a 
reasonable figure, and this figure would be lower than it 
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would have been before the tax was levied, for the sale price 
of land is determined by its capitalized value. 

Let me illustrate: if a piece of land rents for $100.00 a 
month, the sale price of that land, if the interest rate for 
capital at that time is about 3 per cent, will be $3333.33, but 
if a tax takes all but $1.00 a month the sale price will fall to 
$33.33. Ownership of land will become much more prey- 
alent. Tenancy in farms would be greatly reduced. In- 
terest on capital will increase, too, for two reasons: first, by 
taxing land heavily there will be less need to obtain money 
from other sources so the tax on capital can be reduced, and 
second, since speculators will be forced to put their land into 
use, workers and capital will both have more land to work on 
and their efficiency will increase, resulting in a greater pro- 
ductivity for capital with resulting increase in interest and 
also higher wages for the workers. 

There are no flaws in the theory. The landowner cannot 
shift the burden of the tax to anyone else; he must absorb it 
all himself. He cannot increase the rent on his land any more 
than he could now get twice as much for the land as he is 
getting. If the owner attempts to get more rent for his land 
it will not be rented. If all owners try to get more for their 
land than they did before the tax was levied, people will tend 
to bunch up and use less land. Some land will not then be 
in use, and the consequent competition among land owners 
to rent their land will force the rent down to what it had 
been before the advent of the tax, or even less. This idea 
of a land value tax was first expressed by Henry George in 
his book, “Progress and Poverty,” and has received wide 
recognition since that time, especially in Australia and New 
Zealand where many of the cities now obtain all their revenue 
from this source. The Fabian Socialists, lacking any concep- 
tion of economic principles, feel that they have “outgrown 
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the single tax.” It is unfortunate for England that they feel 
that way. 

The recurrence of depressions Marx attributes to over- 
production and underconsumption. He ignores the fact that 
even the very wealthy usually spend their money for some- 
thing, and rarely bury it in a hole in the ground. He seems 
to take the attitude that if the poor can’t spend the money 
no one can. It may conceivably be true that some people 
now have so much money that they can’t spend it within 
their lifetimes, and it certainly is debatable whether anyone 
should have that much money when others are starving, 
but none the less, in normal times the money that they can’t 
or do not spend is usually invested directly in some industry 
where it is used to produce capital, or placed in a bank which 
invests it in some industry. 

The cause of depression is not to be found here. It is to be 
found instead in the effects of a varying amount of money in 
circulation in the country. In the United States, the Federal 
Reserve Banks control the entire banking system of the 
country. They can, therefore, control the amount of money 
in circulation in the United States at any time. The effects 
of this control are not generally understood. If the Federal 
Reserve Banks, by any of several different methods which they 
can use, suddenly put into circulation in this country a few 
billion dollars in new money, the people who have this money 
will quickly spend it in one way or another. That is, they 
will either bid for consurner goods, or they will invest the 
money directly or through their banks in the production 
of capital goods. In either case they will promote business 
expansion. While it is true that eventually prices will rise 
to the point at which this new money will no longer have any 
stimulating effect, none the less for a short while prices will 
remain at or near their former levels, and there will be active 
buying on the part of the people receiving the new money. 
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Conversely, if the Federal Reserve Banks take money out of 
circulation, people will have less to spend; prices, though 
they will eventually fall, will remain for a time at or near the 
same level as before, and people will be disinclined to buy 
consumer goods or to invest in capital production. This 
causes business depression. The usual way for the Federal 
Reserve Banks to take money out of circulation is to restrict 
credit by increasing rediscount (interest) rates. This was 
done shortly before the last two major depressions in the 
United States, and to a lesser extent before various minor 
business “recessions.” Furthermore, similar actions on the 
part of the banking systems of the other major countries 
of the world have preceded depressions in these other coun- 
tries. 

There are of course other evils connected with fluctuating 
price levels. With an expanding circulating medium lenders 
lose and borrowers gain, and with a decreasing circulating 
medium lenders gain and borrcwers lose. In general, persons 
with fixed incomes tend to lose during inflation and gain 
during deflation. It is necessary, therefore, for a country to 
be prosperous all the time, that the price level be stable. 
Is there any reason to believe, if we do not even have intel- 
ligence enough to control our price level, that we could 
better try to control the economics of the whole country as 
the socialist would have us do? 

As nearly everyone now knows, monopolies cannot be 
tolerated in a country which has an economic system based 
on competition. While there are not now more than a few 
industries which are near monopolies, these few must be 
broken up or regulated, depending upon which system is best 
under the circumstances surrounding the particular industry. 
Anti-trust legislation must be enforced. The attitude that 
competition is a thing of the past because of the few large 
industries that now exist instead of the many small ones that 
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previously existed is not justified however. Mere size does 
not make for monopoly unless there is an advantage in having 
all plants producing similar goods under the same manage- 
ment or in using materials from a common store. Fortu- 
nately, there are few cases like this at the present time. In 
those industries where they exist the industries must be regu- 
lated or the monopoly broken up and competition enforced. 

Because of unwise policies carried out over a period of 
years by the government and the Federal Reserve Banks, as 
well as our failure to eliminate unearned incomes from mo- 
nopolies and from land, certain persons have accumulated 
huge fortunes which they obtained, not thtough productive 
work, but by accident and exploitation. An appropriately 
graduated inheritance tax would help to cure the resulting 
inequality. While a small inheritance from parents is often 
a good thing, enabling their children to obtain an education 
and a start in the business world, still it would seem unwise 
to allow fortunes of millions of dollars to be passed on from 
generation to generation, and especially to distant heirs, 
fortunes which were not earned by those receiving them. 

With these reforms put into practice, it is the author’s con- 
tention that the system of free enterprise would be better than 
any other system that could be devised. But if no reforms are 
made in the present system it is questionable whether the 
present system can survive. 
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The Free Market and the Teaching of Economics 


TEACHERS OF ECONOMICS are understandably troubled with difficulties of 
presentation. The abstractions which any science involves are especially 
vexatious in economics because there often seems to be little if any con- 
nection between the “models” of the economic systems employed in the 
classroom and the real economic world beyond the window. 

The education which many of today’s students have received in their 
recent periods of war service has been therefore like a breath of fresh air 
to the traditional economics courses. All teachers have found the per- 
sonal reminiscences of these young men and women of the world helpful in 
bridging the gap between the formulae on the blackboard and the phe- 
nomena of the business world. In their travels the student-veterans have 
learned a great deal about men, money, and markets. A lecture on fiat 
currency is likely to bring a collection from all over the world to the 
next class meeting. The definition of arbitrage is likely to be followed by 
a tall veteran standing up and saying: “Yeah, I know all about that. 
When we were in Belgium and the money was out of ratio with the franc 
we'd gather up a lot and go back and forth across the border in a jeep, 

It is possible that this experience which has accrued to so many of 
today’s students may be of some value in getting across one of the most 
difficult concepts in economics. This concept is “the free market.” 
Economists are familiar with the difficulties involved. It is fortunate, 
therefore, that student-veterans—and indeed all citizens during the war— 
have had the opportunity of observing free and unfree markets side by 
side and in complete contrast. 

For all veterans of the war overseas came into immediate and sometimes 
very intimate contact with the free market. They know that the free 
market is the uncontrolled market. It stands out in opposition to the 
controlled market. In one there is no government intervention; in the 
other the government prevents people from doing certain things, and 
every “G.I.” knows which is which. Generalization of his experience 
during the war will perhaps lead to a fuller understanding of the meaning 
of the free market during peacetime, for after all the uncontrolled market 
is the same at all times. One does not have to have ration tickets to get 
goods in the free market. All one has to have is money. 

The free market is the Black Market. This simple definition with its 
immediate reference to personal experience should obviate many of the 
misunderstandings with reference to the price mechanism and indeed with 


reference to the whole “free enterprise” system. 
P WILLIAMS 
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Sugar Cane and Coffee 
in Puerto Rico, II 


The Pauperization of the Jibaro—Land 
Monopoly and Monoculture 


By RaYMOND E. Crist 
Vv 


To THE END of the nineteenth century Puerto Rican coffee 
was popular, with resultant prosperity in the industry. In 
the fiscal year 1895—6, Europe purchased a total of 57,961,291 
pounds of Puerto Rican coffee, and the following year, the 
last of the Spanish regime, 51,097,824 pounds were exported 
to Europe. During the next three turbulent years, control 
of Puerto Rico passed from Spain to the United States, mar- 
kets were dislocated, and the island was devastated by the 
hurricane of San Ciriaco; the result was that during those 
three years, a total of only 64,072,977 pounds of Puerto Rican 
coffee was exported. But after the low of 1900 (7,392,977 
pounds), the exports of coffee rose again, and for the next 
fifteen years a ready market took all the coffee which the 
growers could produce. But even during this period living 
and working conditions on the coffee plantations were un- 
speakably bad. The story is told by Dr. Ashford, who served 
in Puerto Rico as Major in the Medical Corps of the U. S. 
Army: 

Rose (Director, Rockefeller Sanitary Commission) saw the poor mud- 
stained laborer degraded by his disease and literally submerged in the mo- 
notonous routine of coffee culture, living from hand to mouth; his children 
starving and sick; and his wife, no better off than he, working a bit in 
the coffee grove and listless bit more in the bare shack. He saw the 
exquisite beauty of these tropical mountains with their sheer ravines and 
their limpid streams. He felt the cool damp of the coffee grove under the 
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feathery shade of the guava (guama?) tree. He talked with the plan- 
tation owner and found that only a tithe of his workmen were worth 
their salt, and that they were held on as laborers—with a wage pitifully 
low, it is true—because the owner hadn’t the heart to turn his half- 
starved people off, sick as they were. He personally verified their ragged 
clothes, their lack of shoes, and their docile, animal-like constancy in the 
work of the amo, or master. He talked with the jibaro and found a man 
who had descended almost if not quite to the level of the beasts, stumbling 
about by day over the slippery mud of the coffee plantation, sleeping cold 
and wet at night without bed or bed covering, eating what he could get 
—a fare limited principally to a mess of rice and beans, with codfish and 
tubers—and pro-creating, with no thought of the morrow, no thought of 
the hereafter, no thought of the future of his sons and daughters, not even 
a thought of a freer, better life; only a monotonous repetition of to-day, 
yesterday, and of the other yesterdays before it.® 

This was in 1908, when the value of the coffee exported 
was $4,304,600. Peak production was reached in 1915 when 
$1,125,620 pounds of coffee were exported, to the value of 
$7,082,791. 

Then came World War I; markets were closed and exports 
declined. The coffee fiesta was over and midnight had struck 
for the Coffee Cinderella masquerading as a Princess. The 
truth was not immediately apparent; economic nationalism 
following the war brought with it a spate of embargoes and 
quotas, tariffs and trade restrictions, and poor Cinderella, 
slowly but none the less surely, began to lose her glass slippers 
and other pieces of finery. And the Prince in this case, in the 
person of Uncle Sam, did not seek her out to marry her— 
indeed he did not even try to give her a new dress; he had 
fallen in love with the Princess of the Blood Royal—Sugar. 

Hurricanes have been freely blamed for enormous and 
irreparable damage to coffee plantations. Yet the facts in 
the case do not show this to be warranted. In 1866 14,900,000 


® Autobiography of Bailey K. Ashford, “A Soldier in Science,” New York, 1934, p. 97: 
(Elements in the conditions described by Dr. Ashford are hookworm and poor diet, the 
first of which has been somewhat ameliorated under the American regime, while during 
the same period the social ills which are engendered by the great landed estate have 
become worse rather than better.) 
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pounds of coffee were exported. The following year the 
terrible hurricane of San Narciso struck the island. Yet in 
1871, the year of the small hurricane of Santa Susana, 20,800,- 
000 pounds were exported. In 1880, four years after the bad 
hurricane of San Felipe I, 48,000,000 pounds were exported— 
almost twice the amount exported the year before the disaster 
in 1875, viz., 26,100,000 pounds.” In 1898, 47,900,000 
pounds were exported; yet in spite of the disastrous hurricane 
of San Ciriaco in 1899 and in spite of the highly publicized 
loss of the foreign market following the American interven- 
tion, 38,700,000 pounds were exported in 1907. The conclu- 
sion is inescapable that hurricanes per se did not destroy the 
coffee industry in Puerto Rico. Furthermore, it should not 
be forgotten that hurricanes still occur in Cuba and Jamaica, 
yet both those islands manage to produce coffee in significant 
amounts. 

Coffee exports dropped from an annual average of 48,500,- 
000 pounds for the period of 1892-1896, to 23,900,000 for 
the period 1924-1926, and to a mere 2,400,000 for the year 
1935-1936. In other words, there was a drop of 50 per cent 
in production for export for the thirty-year period from 
1896 to 1926—but the industry still survived. And the 
Spanish market was far from being entirely lost in 1898. 
Exports to Spain for the period of 1892-1896 were 12,000,- 
000 pounds (24.8 per cent of total production), as against 
2,700,000 pounds for 1924-1926 (11.4 per cent of total pro- 
duction). In other words the Spanish market was not lost 
in 1898 in toto. 

The industry did not immediately collapse. Prices re- 
mained high during the period of readjustment following 
World War I, but Puerto Rico lost some of its most valuable 
markets in Europe. The Cuban market, too, was lost, when 
the leaders in that Republic began to sense, with Marti, that 
10 Jorge E. Saldafia, “El Café en Puerto Rico,” San Juan, P. R., 1935, p. 6. 
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“a people commits suicide on the day it trusts to one crop for 
its subsistence” and Cuba expanded its own production of 
coffee, with a slight decrease in emphasis on sugar. Indeed, 
those interested in resuscitative measures for the coffee in- 
dustry in Puerto Rico might with profit take notes on rela- 
tively recent events in the history of Cuba, as recorded by 
Francisco Pérez de la Riva,” where vigorous government 
measures were undertaken to revive the coffee business: a 
minimum price was fixed; contraband was ruthlessly stamped 
out; the government built hullers, constructed warehouses 


and established experiment stations. The tariff was kept high - 


—$32 the hundred kilos on all coffee except that from Puerto 
Rico, on which it was fixed by treaty at $22.60; and even 
these imports were finally curtailed. These energetic meas- 
ures were so effective that since 1931 Cuba has continued to 
produce coffee for its own use and to export a substantial 
amount each year. 

Mr. Telford in an excellent article” focuses attention on the 
extent of erosion and soil depletion in the coffee area of Puerto 
Rico, as a result of techniques that have tended to make coffee 
raising a typical example of “mining” the soil. The system 
of clean cultivation he particularly condemns. It is more 
than probable that proper techniques have not been developed 
for the reason that there has not been enough profit in the 
growing of coffee to warrant any change. The margin of 
profit was too small to permit the accumulation of sufficient 
capital to make the coffee business permanently profitable. 
And with the increasing emphasis on, and bounties for, the 
growing of sugar, the position of the coffee grower became 
progressively more precarious. 

The coffee plantations valiantly battled on. Exports were 
valued at $9,000,000 for the year 1919-20, but only a little 


11 “E] Café: Historia de su Cultivo y explotacién en Cuba,” La Habana, 1944. 
12 “Saving Puerto Rican Coffee Soil,” Agriculture in the Americas, Vol. V1, No. &, 


pp. 118-21. 
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more than half that amount for the following year. During 
the roaring twenties, there were ups and downs—but mainly 
downs: $2,500,000 for coffee in 1927-1928. The planters 
had tried to maintain a way of life in which the farm worker 
had at least enough land to grow crops for his own use. But 
the vanishing coffee income was a sad reality, and as more and 
more plantations were sold, the coffee workers had less and less 
toeat. Hungry bellies relentlessly pushed them off the deso- 
lated mountain slopes, and they squatted in miserable primitive 
shacks on the edges of the cane fields or, still worse, in the 
frightful slums which mushroomed around the towns. In 
1926 the value of the exported coffee crop barely exceeded 
$7,000,000; yet the cost of living on the island continued to 
skyrocket as fewer food crops were grown locally and more 
were bought in the high-price mainland market; life for the 
landless, often wageless, worker became precarious in the 
extreme. Under conditions not nearly so bad, the Yankee 
Farmer in New England finally gave up the struggle, and the 
French Canadians and other immigrants took over. In spite 
of floods and hurricanes, droughts and loss of markets, the 
jibaro somehow continues to be fruitful and to multiply in an 
environment barely compatible with survival. 

Then came the hurricane of 1928—then the hurricane of 
1932, adding impetus to the toboggan, and the price of coffee 
went down and down. The 8,000,000 pounds exported in 
1936-37 sold for less than half of what a smaller crop had sold 
for in 1927-28. The average price of coffee for the fiscal 
year 1939-40 was less than 12 centsa pound. In 1945 Puerto 
Rico imported coffee over the tariff of 18 cents a pound. 
The money for these purchases was provided by the insular 
government, and the sum collected reverted to the insular 
treasury, as do the revenues derived from the tax on Puerto 
Rican rums exported to the United States. The insular gov- 
ernment was, of course, charged in some quarters with pam- 
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pering coffee. There is, apparently, no complaint against 
pampering as such: it all depends on what crop is pampered, 
and by whom. 

In the company of a personage high in the councils of the 
island, I was once slowly making my way along a trail in a 
coffee district which was a veritable quagmire of sticky red 
mud. When an eminence was reached from which was 
glimpsed a distant view of the beautiful landscape of the 
haystack hills to northward and, in the foreground, of the 
miserable huts of the coffee “hands,” we stopped for breath. 
My companion remarked that he could not see why any of the 
coffee growers, in view of the small and ever diminishing 
returns they received for their labors, still tried to grow coffee 
at all, when they could move to town and apply for relief. 
My contribution was that by the looks of the San Juan slums 
—satirically and realistically called respectively ““The Pearl” 
and “The Mudhole”—a great many of them had already 
adopted that solution to their problems, to which the reply 
was made: “Yes, but under the circumstances, not nearly so 
many have left the countryside as might have been expected.” 


VI 


BUT THE SUGAR COMPANIES began to have their troubles too. 
The uprooted proletariat soon became restive. One observer 
reports: 

The reduced wage system and the absolute dependence of the wage-earning 
group has given rise to a great many labor disturbances within the last few 
years. These labor disturbances have included both city and country 
groups and have in nearly all cases been caused by an effort to better the 
working conditions and to secure an increase in wages. In the great major- 
ity of the cases there is no doubt but that the laborers were justified in 
asking for better conditions than those which actually existea.** 


(Those sentences were written in 1917!) But the land of 


Puerto Rico was being monopolized, and monopolists do not 
13 Fred K. Fleagle, ‘Social Problems in Puerto Rico,” New York, 1917, pp. 73-74. 
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always feel constrained to increase wages or to better working 
conditions. Hurricanes and the wagelessness of the Great 
Depression did not improve matters, and the people as a whole 
sought some effective way to stop the growth of the land 
monopoly. There was still that 500-acre law on the statute 
books, but it was old and toothless. ‘Teeth were provided by 
act of the insular legislature in 1936, which made possible 
quo warranto proceedings for the taking over by the insular 
government of corporation acreages in excess of 500 acres. 
The sugar companies sensed the danger. They rushed to 
battle with the cry that it was unconstitutional to enforce a 
law whose violation had been accepted in practice for so many 
years. The Puerto Rican Supreme Court handed down a 
decision against the land monopoly of the corporations, and 
the decision was sustained by the United States Supreme 
Court. The problem of the Island is stated in finely chiseled 
word cameos in the decision of the Puerto Rican Supreme 
Court: “The existence of large land holdings in a small agri- 
cultural country, abnormally overpopulated and without 
basic industries other than those required for the preparation 
of agricultural products for the market, is contrary to the 
economic welfare of its people”; “The end sought by the 
(§00-acre) statute is to protect this small island and its popu- 
lation against monopoly which would end by making them 
serfs of a huge sugar factory.” 

The judges who wrote this decision faithfully reflected the 
feelings of the people, for the new legislature that met in 1941 
passed a Land Law which created the Land Authority. It is 
not within the scope of this paper to discuss the Land Author- 
ity, the redistribution of the land to hungry people, or the 
proportional benefit farms, or how effective they will be in 
the rehabilitation of the people of the island. Suffice it to say 
that the concentration of land since 1898 in the hands of a 
few sugar corporations has been considered a disservice by the 
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overwhelming majority of Puerto Ricans, as is betokened by 
their loyal support at the polls in 1944 of the Popular Party, 
which has initiated agrarian reform. It is certainly not a 
coincidence that the pre-election battle cry of the victorious 
party was “Bread, Land, and Liberty.” Woe unto them that 
join house to house, that lay field to field, till there be no place. 

However the end of pampering was not yet. Another 
more recent benefit of United States sovereignty has been 
bestowed in the shape of Agricultural Adjustment Admin- 
istration (A.A.A.) subsidies, more than half of which in 1941 
went to 97 big growers, who formed less than one per cent of 
the total number of growers. A.A.A. benefit payments to 
sugar producers in 1943 totaled $13,122,989.69,* but 167 
producers, less than 1.23 per cent of the total, received 54 
per cent of the entire sum, whereas 88 per cent of all producers 
received only 16 per cent of the payments. Final figures for 
the 1944 sugar cane program of the A.A.A. showed a total of 
authorized payments of $12,214,037.97 to 12,791 growers.” 
Of this, 152 growers received $6,325,997.11, i.e., over half of 
the total sum of benefit payments, and an average of more 
than $40,000 per person, or entity. These figures point only 
too clearly to the conclusion that in spite of the law limiting 
land holdings by corporations to 500 acres, the validity of 
which was upheld by the United States Supreme Court in 
1942, land concentration continues to exist. 

It must not be forgotten that there has never existed in 
Puerto Rico the tradition of the small owner operator, as it 
is known in many parts of northwestern Europe and in the 
United States. But it would surely not be impossible to 
create a class of owner operators. In the United States such 
groups evolved out of settlers, many of whom had fled from 
the system of great landed estates in Europe. In Denmark, 


14 Forty-fourth Annual Report of the Governor of Puerto Rico, San Juan, 1944, p. 57: 
15 Forty-fifth Annual Report of the Governor of Puerto Rico, San Juan, 1945, p. 58 
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in the bloodless revolution during the nineteenth century, 
peasants became owner operators of small plots on the very 
estates on which they had lived in virtual serfdom. A cul- 
tural environment can change, and rapidly—consider the 
developments in Puerto Rico during the past half century— 
in the present day it should simply be manipulated in order 
to give more satisfactions to greater numbers of the people of 
the Island. Technological evolution should not be checked, 
but rather social science should catch up with it. 

As one flies over the beautiful island of Puerto Rico, he can 
be little aware of the titanic struggles that have been waged by 
those who dwell on the ground below him: the bright green 
stalks of the sugar cane wave in the sea breeze and reflect the 
brilliant tropical sunshine from myriad waxy blades. But 
even while admiring the enchantment of the scene, one may 
be aware that this single crop covers very nearly all the fertile 
alluvial land at the base of the mountains and in the river 
valleys, and even climbs up the steep slopes of the foothills. 
Here and there stand small chimneys and gaunt ruined build- 
ings of stone or brick, relics of the family-size sugar mills of 
the Spanish era, which could not compete with the super- 
efficient mills of the modern epoch. Once on the ground, on 
the level fertile sectors of the island, it is even more apparent 
that “everything is sugar and sugar is everything.” Cane 
grows to the very doors of the little huts of the cane cutters— 
there is no room for a garden or for the children to play. In 
the cane districts, the narrow highway is the only space free of 
cane—upon it, under the very wheels of passing traffic, chil- 
dren play, men have their games of dice or dominoes or sit in 
groups and talk; many sleep, by day or night, stretched out at 
full length on the road, not infrequently-with fatal results. 

If one seeks a picture of present-day life on the coffee 
fincas, it need only be kept in mind that the conditions de- 
lineated by Major Ashford forty years ago could not greatly 
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have improved, in view of the fact that the aggregate income 
of the coffee growers is from one-fourth to one-eighth of 
what it was then. In sight of the omnipresent contrasts, it 
can with difficulty be maintained that the system whereby 
“a few have all, and all have nought” has been productive of 
the greatest good for the greatest number. 

Living conditions were far from optimal at the time the 
island passed from Spanish to American hands: wages were 
low, employment was seasonal, and the working people were 
poverty-stricken and undernourished.” Yet the living con- 
ditions of the vast majority of Puerto Ricans seem to have 
improved little over what they were fifty years ago. Why? 
A significant item was reported by the U. S. Senate Commit- 
tee on Territories and Insular Affairs that visited the Island 
in 1944: 


“The acreage formerly cultivated for locally consumed foodstuffs has been 
changed to cash crops for export, thus making Puerto Rico gradually and 
increasingly dependent upon importation of continental agricultural 
commodities. . . . Sugar acreage increased seven fold (1899-1939) 
while food acreage increased only 21/6 times in that same period of 
time.””*” 


Meanwhile the population had doubled; in other words, it 
has kept pace with the increase in food acreage. The in- 
creased food acreage, moreover, comprises only plots of the 
less fertile land, which was all that was available for the 
purpose. In short, there has been no per capita increase in 
produce for domestic consumption. But the cost of living 
has undergone an increase many times greater than any in- 
creases in wages, because of the fact that foodstuffs must be 
imported in ever growing proportions from the United States 
—which is a high price area. 

A recent study of sugar prices, made at the Agricultural 


16 Garver and Fincher, “Puerto Rico: Unsolved Problem,” Elgin, Ill., 1945, p. 41- 
47 Ibid., p. 47. 
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Experiment Station at Rio Piedras,* concludes that if the 
sugar industry is to function smoothly enlightened govern- 
ment aid must continue, new markets must be found, and 
further mechanization must be introduced. Although he 
warns that technological improvements, if introduced in 
in every phase, would promote efficiency of production but 
would reduce the volume of employment. Thus the end 
result is to be an industry ever more and more bounty- 
oriented, more and more subsidy-conditioned, and increas- 
ingly mechanized, producing ever greater numbers of unem- 
ployed, who, if government relief is not forthcoming, must 
starve or emigrate—a monument to government subvention 
and technological efficiency that looks frighteningly like a 
gargoyle to the more far-seeing Puerto Ricans. 


vil 


WHILE THE SUGAR INDUSTRY has been pampered and spoon 
fed, the coffee industry has been practically neglected. The 
export crop was sold for $4,000,000 in 1908, the year when 
the miserable conditions of the workers on the coffee planta- 
tions were so vividly described by Dr. Ashford. Three 
decades later, in 1939, the export crop brought half a million 
dollars. During these years many changes had taken place: 
gradual mechanization in the sugar industry together with a 
reduction in the income of the coffee growers brought grow- 
ing unemployment; hookworm had been partially eradicated 
and its ravages checked in many areas, which meant not only 
improved individual health but also—because of the lowered 
death rate—more human mouths to feed. This new incre- 
ment in population found but scant opportunities to make 
adecent living. The higher, steeper mountain slopes afforded 
no choice farm sites upon which to live—only occasional plots 
where squatters could settle awhile, share their meagre crops 


_ 48 Jorge J. Serrallés, “Farm Prices and Price Relationships of Sugar and Sugar Cane 
in Puerto Rico from 1910 to 1945.” Rio Piedras, 1946, p. 57. 
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with the landlord, and move on when the soil was eroded 
away. There could be but one result—migration to the 
lower-lying areas, both rural and urban; there, without land, 
without steady work, people vegetated, with a low income in 
money that was steadily losing purchasing power; for at the 
same time that the coffee income gradually and relentlessly de- 
creased, the cost of living no less persistently continued to 
rise. Thus, with more people and fewer jobs, living condi- 
tions became progressively worse. 

It is surely not a coincidence that those areas that produce 
raw materials are usually also regions of low incomes, whereas 
areas that live wholly or in part by the production of manu- 
factured goods, or by the processing of raw materials, are areas 
of high income. It is difficult enough to raise the economic 
standards of a region where natural resources and human skill 
are abundantly available, but it is even more difficult to im- 
prove the level where those factors have been neglected for 
generations. And the coffee growers of Puerto Rico have 
suffered not only from neglect but also from discrimination— 
unintentional, perhaps, but none the less real and devastating. 

It is, of course, hardly possible to have parallel development 
in all branches of the economy of any region. But in Puerto 
Rico we are dealing with the artificial overdevelopment of the 
sugar industry—by means of bounties, subsidies and tariff 
preferences—and with its corollary of the laissez faire policy, 
which resulted in underdevelopment, in the coffee industry. 

In the Nineties coffee acreage made up some 40 per cent of 
the total land under cultivation on the island, and the coffee 
industry was running, so to speak, on its own power. Since 
the turn of the century, coffee acreage has decreased some- 
what but not materially, whereas, in the forty years follow- 
ing 1899, the sugar acreage increased seven fold. This has 
allowed little opportunity for a wholesome increase in the 
acreage devoted to foodstuffs. Moreover, during all that 
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time the sugar industry was being nurtured on subsidy pap 
behind the U. S. tariff wall—an extremely good example 
of the influence of legislation on landscape! A decrease of 
one cent in the subsidy of two cents per pound at present 
given to sugar would make the hill lands submarginal for the 
growing of cane thereby leaving them available for the pro- 
duction of food. In this connection, it is interesting to com- 
pare the practice of the Dutch in Java. There every crop 
of cane is alternated with a food crop for domestic consump- 
tion—a practice that is reinforced by law—in order to pro- 
tect the islanders against usurpation of their land for the use 
of a single crop. 

An anemic, half-starved patient can be gradually restored 
to health and vigor by the careful administration of food in 
a properly balanced diet, but the growth of flesh on the 
skinny frame is a process that cannot be rushed. The de- 
cline in the coffee industry having been in process for two 
generations, it will not be possible to reverse it in a few 
months. An industry can be expected to recuperate only 
slowly. But flesh will begin to grow on the gaunt frame of 
coffee, and healthy corpuscles will form again, under the 
influence of a proper diet, i.e., a reasonable price, fixed in 
advance. 

The loss of population from the relatively healthful high- 
land to the less salubrious lowland fringe of the island, as 
described above, is indeed unfortunate, for old handicrafts 
and industries, under favorable circumstances might have 
been preserved and new ones developed in the mountains of 
Puerto Rico as has been the case in so many parts of Latin 
America and Europe. Many Puerto Rican mountaineers, 
when they migrate, seem to have lost, not only skills, but even 
their capacity and desire for continuous effort. And skills 
and values lost by one generation seem to be irretrievably lost. 
One-time workers on the coffee fincas, who have been pushed 
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off the hills by low wages and miserable living conditions, 
and who now work as cane cutters during the season or live 
on relief in the urban slums, will bring up children who will in 
all likelihood cut cane or live on relief. The social ladder 
still functions poorly in Puerto Rico (as in most countries of 
the Western Hemisphere with a Latin background), and 
children inherit the pattern of life of their parents; the in- 
fluence of the school and the church is relatively small. 
What happier evolution could be looked for in a land where 
“most of the inhabitants still lack the means to feed them- 
selves properly, clothe themselves adequately, house them- 
selves decently, or provide an elementary education for their 
children or a minimum of security for their old age.””® Thus 
the U. S. Tariff Commission paints the picture in March, 
1946. Such an.environment can do little to create new 
wants and to teach the skills that will assist in obtaining the 
means for their satisfaction. 

A further source of difficulty arises from the curious effect 
of the impact of Anglo-Saxon contractual society on the 
patriarchal culture of Spain. This has resulted in a lack of 
cultural growth and orientation. Along with a visible in- 
crease in research in medicine, vital statistics, agriculture and 
economics, there has been a falling off in the field of poetry 
and the old Spanish arts. Familiar idols have been partially 
cast out and a new set of prejudices and false images has been 
embraced. Progress has been gained at the cost of a certain 
disintegration or atrophy of what might be termed the insular 
personality. In other words, in place of a harmonious fusion, 
there has developed a kind of island-wide schizophrenia. 

After living for considerable periods over a score of years 
in various of the republics of Latin America, I became con- 
vinced that the low standard of living in many of them was 


19 United States Tariff Commission, “The Economy of Puerto Rico,” Washington, 
March, 1946, p. 2. 
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due, among other factors, to a faulty system of land tenure, 
to primitive techniques in the production and marketing of 
food, to inadequate transportation facilities, to minimum 
propulsions to work due to climatic and social factors, to a 
low degree of social mobility, to widespread illiteracy, and 
to conditions of public health inherited, with small improve- 
ment, from the Middle Ages. My surprise. was therefore 
great when I found in Puerto Rico—after half a century of 
American administration and example—the same miserable 
standards of living for the great mass of the people that char- 
acterize so many areas in Latin America. This situation 
exists although at the same time the great industry that per- 
vades and monopolizes very nearly the whole life and being 
of the island, has been in many phases streamlined and modern- 
ized, thereby contributing no small number of cultural bene- 
fits and physical improvements to the general scene. Are 
we then to conclude that the expansion of this industry has 
been perhaps excessive, that such all-absorbing concentration 
has not been conducive to the social and economic health and 
equilibrium of the people, that this growth upon the body of 
the island has been proved to be abnormal and malignant? 

Although it is frequently maintained that, up to the point 
of diminishing returns, the plantation system is economically 
more efficient than the small owner operator system, this con- 
tention in the opinion of Dr. Picé, well trained observer and 
careful scholar, does not hold true in Puerto Rico: 


The need for more than 500 acres per farm for efficiency in production 
has not been substantiated by facts. In view of the unsocial distribution 
of income that results from concentration of large tracts of land in the 
hands of private individuals, the practice of owning more than 500 acres 
should be condemned.?° 


The owner operator system of land tenure would therefore 


0 Rafael Picé, “Studies in the Economic Geography of Puerto Rico,” Rio Piedras, 
1937, p. 49, 
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seem to be justified on economic grounds as well as from the 
point of view of social considerations. The sugar plantation 
system as evolved in Puerto Rico, particularly during the 
last half century, has lacked the social stability that usually 
accompanies owner operatorship—a phenomenon or state of 
affairs that seems to endow with broad geographic significance 
the classic statement: Latifundia perdidere Italiam. This 
system, in spite of its economic efficiency in production, has 
everywhere in the world been unable to escape labor troubles. 
Hostility, engendered by the friction between landed and 
landless, flares up frequently in strikes and revolts, modern 
versions of the bitter agrarian struggles so familiar to students 
of the rise and fall of societies around the Mediterranean. 
Farming in large units may indeed permit of huge economic 
returns, which have, however, not infrequently been over- 
balanced by the low social gains. Unless profits are increas- 
ingly prorated on a fair percentage basis among capital, labor 
and management, it may still hold true that, 
Ill fares the land, to hastening ills a prey, 

Where wealth accumulates, and men decay. 

Princes and lords may flourish, or may fade; 

A breath can make them, as a breath has made: 


But a bold peasantry, their country’s pride, 
When once destroyed, can never be supplied. 


Tradition is strong and memories are long. Coffee growers 
still have considerable acreage against the time when there will 
be a steady market for their product, as in the “good old days” 
of the last half of the nineteenth century. For their part, 
the sugar interests of Puerto Rico still dream in terms of the 
great fortunes made from sugar in the Antilles a century or 
two ago, rather than face the reality, that the island cannot, 
unless favored by the U. S. tariff preference, compete in the 
production of sugar with other areas that have the advantages 
of more fertile soil, cheaper labor, greater mechanization, 
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more accessible markets. Yet the American sugar baby in 
Puerto Rico, fat, dropsical, and spoonfed, still sits in a high 
chair, although nearly fifty years old, and has not learned to 
go it alone. Nothing is done to change the regime for this 
hopeless cripple. “To follow foolish precedent, and to wink 
with both our eyes is easier than to think.” 

Continued 


University of Maryland, 
College Park, Md. 
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On “Selling” Free Enterprise 


EVERY NOW AND THEN something occurs in contemporary life to indicate 
how persistent are the thoughtways of our primitive ancestors. Despite 
the enlightenment and the scientific spirit on which we pride ourselves, 
we are prone to build up around the institutions we cherish protective 
walls of taboos and ritual against all critical examination. 

In the United States today this is particularly true of the institution of 
free business enterprise. We value free enterprise greatly, so much indeed 
that to many it is the fountainhead of all our blessings—our wealth, our 
civil liberties, our very democracy. Every effort to look at it objectively, 
every suggestion that it is not altogether complete and perfect is considered 
treasonable impiety. A scientific approach to free enterprise is held to be 
subversive activity. Yet it happens to be an aspect of the history in which 
we live that, except within our own national borders, practically no in- 
stitution is so much under scrutiny, or in process of revision, if no actual 
abandonment. Thoroughly frightened, the priesthood of the system, 
the advertising profession, now proposes to “sell” it to the American 
people. If the campaign runs true to type, the institution of free enter- 
prise as we know it will be presented as divinity itself, sacrosanct and 
untouchable. 

And that will be dangerous to the very object of veneration. Such an 
advertising campaign will almost certainly be unconvincing in both con- 
tent and method. If it is claimed that free enterprise, simon pure, is the 
American system, that will be untrue; for we have a mixed system in 
which reliance is placed for some things on public enterprise. If it is held 
that unregulated free enterprise can be depended upon to solve all of our 
problems, that will be untrue; for we have always had to blend it to the 
public will. The advertising method itself is highly suspect in the public 
mind; for it has too often shown itself to be unconcerned with the truth, 
even to the point where the public has had to protect itself by resort to 
regulation. It would be a major disservice to free enterprise to convince the 
American people that it is something more that what it is. The next 
depression might then bring so much disappointment that free enterprise 
could be abandoned. In 1932-33 the people were ready for measures far 
more radical than those of the New Deal. 

The wholesome evolution of free enterprise can only be assured by 
sympathetic, critical, adult appreciation and scientific improvement. It 


requires no taboos or ritualistic worship. Bryn J. Hovoe 
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The Triumph of Organized Research 
By T. SWANN HarbDING 


THE ACCOMPLISHMENTS OF SCIENCE during the war have 
proved that the rational organization of research imparts far 
greater efficiency to its activities. That scientific research is 
ill-organized at peace is fully apparent, particularly to one 
who, like the present writer, spent nearly two decades as a 
research worker. That the scientific organization of research 
would be a tremendous asset at peace is incontrovertible. 

Yet we find many leading scientists and research directors 
protesting against such organization and asserting that it is 
possible only during war. The more feverish of these indi- 
viduals actually pretend to regard the organization of research 
as a first step towards complete regimentation which would, 
in the end, abolish all our freedom, even freedom of worship. 

In his Message to Congress of September 6, 1945, the Presi- 
dent said: “During the war we have learned much about the 
methods of organizing science, and about the ways of en- 
couraging and supporting its activities. The development of 
atomic energy is a clear-cut indication of what can be ac- 
complished by our universities, industry, and Government, 
working together. Vast scientific fields remain to be con- 
quered in the same way.” 

This is a plain statement of fact. With the evidence before 
them it seems incredible that any leading scientists should be 
hostile to the scientific organization of research. Yet their 
aversion is apparent and there are many of them. How can 
they maintain this attitude in the fact of what organized war- 
time research has accomplished in the fields of radar, insecti- 
cides, antibiotics, and atomic power? 
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The Conservatism of Research Workers 


ANYONE WHO HAS KNOWN many scientists knows the an- 
swer. Workers in research are human beings quite like other 
people. Though daringly radical in their own particular 
fields, and ready to tear up and throw away yesterday’s hy- 
pothesis because that of today is better supported by fact, 
they are customarily conservative in other fields. They are 
also hag-ridden with tradition and, like so many housewives, 
have come to accept work under lax supervision and carried 
on in disorder as their natural method. 

Characteristic of most scientific laboratories is a combina- 
tion of first-class minds and slovenly work habits. This often 
goes to the extreme. Hours are eccentric, experiments are 
ill-planned if they are planned at all. Dirty equipment is 
used, reagent bottles are left unstoppered, notes are illegible, 
and the entire laboratory in a chaotic mass of disorder. Cer- 
tainly the average research laboratory could do with consider- 
able organization, discipline, and businesslike procedure. 

Very frequently this desire to avoid discipline and organi- 
zation springs from pure indolence and incompetence. As 
things are at present it is quite possible for a hopelessly un- 
qualified individual, who might become a success in some 
other occupation, to attain the required degrees and to em- 
bark on research. It is quite as possible for him to do nothing 
most of the time while giving the appearance of considerable 
activity and writing up impressive reports every so often. 
Entire lives can thus be wasted in what is miscalled scientific 
research. 

Originally scientific investigation sprang from such disci- 
plines as priestcraft, alchemy, and astrology. It was tradi- 
tionally the field of wealthy and curious amateurs who - 
nanced themselves, who felt responsible to no one else, and 
who were inclined to be as eccentric, secretive, and disorderly 
as they pleased. In some curious manner the poor work 
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habits and sacerdotal tendencies of these early investigators 
have come all the way down to people who work in ornate 
laboratories with the most modern equipment. 

For a considerable time after true scientific investigation 
began, organization, teamwork, and regular communication 
with others in the same field or related specialties was unheard 
of. Research was carried on primarily by a few master minds, 
who were master minds, working as lone wolves, and a small 
group of imitators. The men of genius usually still had in- 
dependent means or supported themselves by other vocations. 
The transition to research carried on by salaried professional 
workers was a slow one and it has been quite recent. Largely 
for traditional reasons practitioners of research have declined 
to think scientifically about their activities. 

Consequently, while we have become accustomed to the 
scientific organization of work in every sphere of industry, 
commerce, and administration, one fails to find in scientific 
work anything like the kind of organization worthy of its im- 
portance. Thus much time, energy, and money are simply 
wasted. 

The themes of research are left mostly to chance. Thou- 
sands of problems are worked upon without discrimination 
by persons who lack special aptitudes for the tasks they un- 
dertake. Purely accidental circumstances which have nothing 
whatever to do with scientific research per se often de- 
termine trends. Extreme specialization, inhibitive compart- 
mentalization, lavish publication, and failure to digest re- 
search results into a coherent body of reliable information 
flow from and contribute to this situation. 

Henri Laugier, former professor of science at the Sorbonne, 
went so far as to attribute the fall of France in part to the 
slovenly organization of research at peace, a slovenliness as 
characteristic of American as of French research investigation. 
In the first place no complete inventory was made anywhere 
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of the human and material possibilities of research regarded 
as natural resources. The selection of individuals to under- 
take research is largely a matter of chance; it offers a re- 
spectable occupation, a fact which often determines this 
matter. 

But no scientific study has been made to determine whether 
the most capable people get into .research, whether their 
work conditions are right after they enter this field, and 
whether they have too much or too little equipment, super- 
vision, organization, or direction. The over-all correlation 
between the investigations of workers in different fields, or 
of those in the same field who, however, work severally for 
government, universities or private foundations, or for in- 
dustry, is neglected. 


License in Scientific Inquiry 

SCIENTIFIC RESEARCH has insisted upon entirely too much 
freedom for its own good, a freedom that does not so much 
release tie spirit of inquiry as amount to license. Unbridled 
individualism has been the rule. A research worker suffi- 
ciently high in the hierarchy, and whether qualified to do so 
or not, could pick out a problem arbitrarily and then devote 
his entire life to it, carrying along a covey of assistants. If 
the field proved sterile, possibly because science had progressed 
insufficiently in related fields, there was no mechanism to 
produce a change. Fashion often became the rule and total 
anarchy resulted. 

The tendency has always been strong to acclaim discovery 
as the result of imaginative flights on the part of pure genius. 
Undoubtedly there are men of genius who require special 
treatment, but there are far fewer of them thar we are ac- 
customed to admit. Far more frequent are those who ape 
the idiosyncrasies of genius in order to claim special privileges. 

The writer, in a research career of eighteen years, worked 
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with or near only one prima donna who had some right to the 
designation. The laboratory and work habits of this indi- 
vidual were marked by monumental inefficiency, sudden tre- 
mendous spurts of breathless activity at unearthly hours when 
inspiration was supposed to fire the man (most of it leading 
nowhere), huge orders for chemicals and equipment which 
were never used, and plans which changed hourly if not daily. 
At the time it did look as if something important was being 
accomplished but a retrospective view indicates that positive 
achievements were all but nil. 

In other laboratories the writer worked along with com- 
monplace research leaders of no particular spirit, qualifica- 
tions, or genius. Many of these compensated by an over- 
meticulousness and a neurotic conscientiousness about wholly 
unimportant trifles. This often invalidated their results, but 
as a general rule their energy and application resulted in cer- 
tain definite additions to the mosaic of scientific knowledge. 
More common still is the individual who imagines he is a 
genius because he is engaged in research. He puts in odd 
hours, often very late at night, but is so disorderly and un- 
clean in handling materials and apparatus that contamination 
invalidates his results. 

Most workers have little understanding of just how much 
care to take and little evaluation of the relative importance of 
various procedures. Over and over again they hop into long 
series of experiments which might have been avoided by a 
little paper work, a little meditation, a little search in the 
library. There are also endless ways of loafing on the job 
while you appear actively engaged. Something can be started 
stewing in a complex piece of apparatus and then you can 
smoke or read your head off, so long as the boss doesn’t ask 
specific questions. If he does, he is a dictator and you should 
transfer to another laboratory where there is more freedom 
and less regimentation. 
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Overlooked as much as anything is the fact that most re- 
search workers are hewers of wood and drawers of water, 
They engage in the veriest routine, such as that the Curies 
undertook in working up enormous quantities of pitchblende 
to make radium. The flashes and inspiration came before and 
after that tedious and laborious chore. The former com- 
prise much less of research than the latter, too, and it is the 
chores that can be organized and placed on a mass-production 
basis without detriment. Indeed organization here increases 
productivity. 

Teamwork in Research 

ALL RESEARCH COMBINES a great deal of routine with a very 
small quantity. of inspiration. Teamwork is essential to 
make it productive. Theories are very much like inventions. 
They develop well under teamwork. The better theorists of 
today have many advantages they did not have in the past. 
They could have more if science were sufficiently well or- 
ganized for them to get such assistance as they need to test 
their hypotheses with the help of a team of well-organized 
aids. 

The flash of genius may come during war or at peace. But 
anarchial freedom merely makes scientific investigation less 
fertile and more difficult. It is very common even in peace- 
time for different laboratories to carry on parallel projects in 
the greatest secrecy. Comparative tests and sound criticism 
by scientists in related branches are avoided. Technicians ar- 
rive at different solutions of the same problem, and then pro- 
ceed independently. 

Some great theoretical discovery in pure science may result 
from the solitary meditation of a genius, but that is rare. It 
appears to have occurred when Lise Meitner, on her way into 
exile in Sweden, suddenly realized while on the train that 
Hahn and Fermi had split the atom of uranium. In a flash 
she saw that barium and krypton could result from such a 
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phenomenon, and this not only explained the mysterious pres- 
ence of barium in the containers but also what had happened. 
Routine development of this flash resulted in the release of 
atomic energy at Hiroshima years later. 

On the other hand Alexander Flemming states that his dis- 
covery of penicillin was purely accidental. Indeed he says 
that the chance contamination of his mold culture happened 
because many other molds floated around in dirty laboratories 
such as his. Had his laboratory been clean and sterile this 
might not have occurred. In any case his first efforts to pre- 
pare a stable form of penicillin for therapeutic use were un- 
successful, so he recorded penicillin in the literature as un- 
stable. 

This fact for a time impeded the work of Florey who ulti- 
mately made the stable culture. Florey had been working on 
antibiotics for some time. He wanted to hit on one that could 
be used for treating human disease, but was reluctant to try 
penicillin as Flemming had described its preparations as un- 
stable. Ultimately he did try it, however. A stable prepara- 
tion was produced, and then the problem arose of making 
penicillin in large quantity. Florey’s team had solved one 
problem but the other had to be taken to the United States. 

Here it wound up in the Department of Agriculture’s Re- 
gional Research Laboratory at Peoria where there existed the 
largest collection of nonpathogenic molds and other micro- 
organisms in the world, plus a team of scientists who knew 
about all there was to know about molds. As a result, strains 
of Penicillin notatum which produced more penicillin than 
those previously used were found and put to work, while 
methods were also discovered of increasing the penicillin yield 
of these molds a hundredfold. * 

Hence we have here a purely accidental discovery which 
was put to practical use by the organized teamwork of skilled 
scientists at Oxford University and at Peoria. The flash of 


| 
| 


i 
‘ 


| 


346 The American Journal of Economics and Sociology 


genius consisted in recognizing the value and importance of 
the accident, but it took intensive effort by highly organized 
teams of research workers in Great Britain and in the United 
States to give this flash practical value and application. 

On the other hand the quiet, plodding German investigator 
who, in 1874, was engaged in making various organic chemi- 
cals and testing them, was not aware that he had anything 
special when he prepared dichloro-diphenyl-trichloroethane. 
He simply recorded the fact that he had made it, set down its 
properties, and passed on to other things. It was more than 
half a century later that a Swiss firm, testing various com- 
pounds as insecticides and fungicides, happened upon sub- 
stances related to the one the plodding German had made. 

Finally they were led to test this substance itself and it 
proved to have such phenomenal insecticidal value that they 
patented it for this purpose. Then came the war and with it 
the possibility that typhus would mow down American troops. 
The armed forces urgently called upon the entomologists of 
this country to find some substance that would surely kill lice 
and, if possible, prevent their spread and recurrence. 


The Power of Organized Teamwork 

THROUGH AN EMERGENCY WARTIME GRANT of funds the De- 
partment of Agriculture greatly expanded a small entomo- 
logical laboratory it had at Orlando, Florida. Here a close- 
knit team of entomologists, chemists, physicists, clinicians, 
pathologists and others was organized. Methods were de- 
vised by means of which screening tests at least could be made 
on a thousand samples a month which flowed in of materials 
recommended to kill insects. Among these came dichloro- 
diphenyl-trichloroethane from the Swiss firm. 

The laboratory was dubious. Perhaps the substance had 
some deadly toxic property. Possibly the Nazis were trying 
to put something over on us. But they made their tests, the 
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material showed far greater promise than anything yet tried, 
this promise has fully materialized after thousands of other 
tests, and DDT became the famous insecticide of the day, its 
abbreviated name on every tongue. Here there was really no 
flash of genius but instead a concatenation of circumstances 
and a lot of highly organized teamwork. 

In the case of the proximity fuse research was asked to 
produce a shell which would have brains enough to go off only 
when it reached the target. A team of six to eight hundred 
scientists, organized into sub-groups, two or three of which 
often attacked a single aspect of the problem separately—in 
case one might fail—supplied the answer. A five-tube radio 
sending set, equipped with a six-inch fuse, was actually in- 
stalled in antiaircraft and artillery shells so that it was not 
damaged when the gun was fired. When beams from the set 
struck the surfaces of planes, buildings, ships, or the ground 
an impulse was returned and the shell invariably exploded only 
in close proximity. 

Perfection of the atomic bomb is simply a superexample of 
the power of highly organized, competently directed research. 
In the past many of the great names of science contributed in- 
formation which ultimately made it possible for us to sear 


and annihilate two entire cities and all their inhabitants, sick 


or well, old or young, male or female indiscriminately, a mag- 
nificent achievement in slaughter and destruction. Among 
these names were John Dalton, Isaac Newton, Dmitri Mende- 
lyeev, William Konrad Roentgen, Antoine Henri Becquerel 
(whose observation was a pure accident), Sir J. J. Thomson, 
Lord Ernest Rutherford, Pierre and Marie Curie, Max Planck, 
Albert Einstein, Neils Bohr, Sir James Chadwick and H. G. J. 
Moseley. 

More recently Irene and Frederic Joliot, Enrico Fermi, Otto 
Hahn, Lise Meitner, and a crew of American scientific leaders 
were active in this work. Surely Martin Heinrich Klaproth 
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had no idea all this would happen when he discovered uranium 
in 1789! Certainly Becquerel never thought his accidental 
observation of the key on the photographic plate would some 
day help us annihilate Japanese women, wounded, ill, and 
children. But atomic energy was released for destructive 
purposes, five million times as much as is released by coal in 
merely burning. The job seemed hopelessly enmeshed in pure 
theory and the inscrutable calculations of recondite scientists 
only a few years ago. 

Tight organization and teamwork finally released this 
energy for destructive purposes. This monumental effort re- 
quired an appropriation of two billion dollars, the building of 
two large cities where none stood before and neither of which 
was named on any map, the employment of 125,000 workers, 
and the close-knit organization of the greatest international 
team of top scientists the world had ever known. Result: 
The searing and vaporizing of Hiroshima and Nagasaki, along 
with hundreds of thousands of their inhabitants. 

Should research be organized? Obviously it should. Or- 
ganization and competent leadership pay heavy dividends. 
They would quickly release atomic energy for constructive 
peacetime use if applied with the same earnestness and disre- 
gard of monetary considerations which developed its destruc- 
tive uses during war. They would quickly conquer many 
other problems which have plagued mankind for centuries. 
While vested monetary interests might attempt to retard the 
release of atomic energy which would render so much plant, 
equipment, and financial method obsolete, surely none would 
resist intensive application of research to the cancer problem. 


Can Research Be Organized? 
IN SPITE OF WHAT ORGANIZED RESEARCH has accomplished 
during the war, we find many outstanding scientific directors 
protesting that research cannot be organized at peace without 
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damping the fires of genius. When the suggestion is made 
that the entire field of scientific knowledge be mapped, the 
gaps discovered, and patient, persistent, well-organized efforts 
be made to fill those gaps in the order of their importance, the 
conservative scientists gasp in aversion. They protest when 
it is insisted that the principles of organized research which 
produced radar, DDT, penicillin, and the atomic bomb be 
used during peacetime also. 

These timorous reactionaries speak of an “incalculably 
special incentive which drove scientific men during the war,” 
thus directly implying that scientists are so callous about 
saving people from the ravages of cancer, for instance, that 
it would be beneath their dignity to put forth a little or- 
ganized effort at peace. They insist that war creates a very 
special situation in which even prima donna scientists will 
forego comfort and accept a degree of regimentation they 
would find intolerable at peace. Yet the scientists who 
worked on insecticides at Orlando were highly organized, 
they worked long hours, they were self-regimented and self- 
disciplined to a high degree, but very happy in the accomplish- 
ment of their high objectives. 

The reactionaries tell us that wartime scientific discoveries 
were made with highly inefficient haste (they should see 
Hiroshima), and represented mere applications of basic 
knowledge gained at peace by “free scientists, following the 
free play of their imaginations, their curiosities, their hunches, 
their special prejudices, their undefended likes and dislikes.” 
But we have seen that scientific progress is a mosaic of inspira- 
tion and routine, whether at peace or in war. 

Nor is it sensible for freedom to mean that “free” scientists 
must team up only if it suits their whim, and that they can 
pick their own problems and work on them as suits their 
caprice. Fundamental research and rational planning are 
not incompatible. Important gaps in scientific knowledge 
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may be unforeseen until the genius has his lightning flash of 
inspiration, but that too can occur under rationally organized 
conditions. 

Indeed if many spoiled-child, prima donna scientists had 
been properly disciplined as they grew up they would work 
more effectively and fruitfully than they now can, inhibited 
as they are by disorderly work habits, temperamental out- 
bursts, and a lofty feeling that any procedure they adopt is 
best. Since scientists are human beings like the rest of us, 
anarchical freedom cuts their work capacity. Genius at 
work in research means far more than flashing forth unpre- 
dictable, exotic, and fantastic ideas. A truly democratic ad- 
mixture of freedom and discipline can be achieved and in this 
environment flashes of genius can still occur. Research prog- 
ress is not so easily impeded as some timid folk imagine. 

We have not yet placed science where it should be, as the 
keystone of our governmental system. Science and research 
should be co-ordinated under an important policy-making 
and policy-determining agency of the Federal Government. 
This one organization should embrace subsidiary State and 
regional agencies, and all other research institutions, public or 
private, university, foundation, or industrial. 

This agency would be an accredited department of the 
government, possessing the over-all directive power and broad 
influence it rightfully should have. Just as there would be 
mechanisms for preventing duplication of effort and the waste 
of funds, so also there would be instrumentalities for putting 
discoveries of proved value to broad social use, regardless of 
vested interests. 

Thus also there would be fostered a constant interchange 
of information among scientists in all fields and working 
under whatever auspices, public or private. Scientists can 
readily develop sufficient gregariousness to work in organized 
teams dedicated to the achievement of planned objectives in 
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peacetime. Scientific knowledge and ability are natural re- 
sources and should be utilized accordingly. Scientists and in- 
ventors should also be duly honored and rewarded. They 
should wear medals in order of merit rather than our military 
heroes.” 

These things could be accomplished without at all infring- 
ing upon the free play of scientific imagination. New and 
unexpected bypaths will always turn up to lure scientists 
from their immediately planned objectives, and plans must 
be elastic enough to permit following up these leads, provided 
equipment and techniques exist to make their successful de- 
velopment promising. Over-all direction and organization 
would be a major staff activity, that of preventing unneces- 
sary duplication of effort, the waste of energy, equipment, 
money, and materials on infertile projects, and of reversing 
the tendency for incompetent individuals to undertake re- 
search. 

The basic principles of sound management have as much 
utility in the research laboratory as in the office or the ma- 
chine shop. They would be differently applied, of course, and 
directed to a different end. But the scientific organization of 
scientific research would enormously increase its productivity, 
without in any way limiting the legitimate spirit of free in- 
quiry which is inseparable from rapid scientific progress. 


*“They do wear medals now—Distinguished Service or Superior Service—as Depart- 
ment of Agriculture employees, as authorized by Public Law 600, 79th Congress, August 2, 
1946. Under this law the penicillin group, the DDT group, the man who discovered 
rutin, and the father of soil conservation have already been honored with Distinguished 
Service Medals and others with Superior Service Medals. These medals will be awarded at 
annual ceremonies held on the Department’s birthday, May 15, each year. Awards are of 
course also made to outstanding administrative, clerical and other types of employees.” 


Falls Church, Va. 
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The Monopoly Problem in India 


SUMMING UP the economic background of the chaotic political situation 
in India, The Atlantic Monthly has gone to the root of the social problems 
of Hindustan and Pakistan. It says: 


The old order in India has long been ready to transform itself into the new disorder, 
The basic problem, contrary to the Exotic East school of writing on India, is neither 
caste nor religion but the prosaic task of keeping body and soul together. Three-quarter 
of the population attempt to do so from an agricultural system that is closer to the 
Middle Ages than to the twentieth century. The system is dominated by landlords who 
often double as moneylenders and merchants. Honest ones, say the Indians, are as rare 
as chaste courtesans. It is from triple-threat men of this sort that peasants have to 
rent land, borrow money, and bvy goods. For a long time they have been seething at 
having to give up two-thirds of their income for rent, taxes and interest. It so happens, 
not altogether accidentally, that in many places Hindu and Sikh landlords predominate 
over Moslem peasants, and Moslem landlords over Hindu peasants. In such cases, the 
peasants have a double reason, religious as well as economic, for not seeing eye to eye 
with their landlords. . . . Economic grievances have exploded in the form of religious 
riots. 


It is easy for the student of applied economic theory, from the quiet 
of his study, to recommend economic reforms that would go to the 
bottom of India’s troubles. India’s land tenure system needs improvement. 
The landlords can be legally expropriated without the cost of compensa- 
tion by gradual socialization of land rent through the device of land 
value taxation. By introducing into this a productivity allowance and 
exemption of other improvements, family-type rather than corporation 
farming would be favored. The revenue can be used to replace excise and 
other regressive taxes, such as the notorious salt tax. 

For the improvement of agricultural technique, there is no better de- 
vice than the extension and demonstration system if the peasants keep 
political control of it so that it serves their interests rather than those of 
the large and corporation farmers. Such a system would introduce pro- 
ducers’ and marketing co-operatives where these are required. 

For the solution of the credit problem there are a variety of techniques, 
such as the credit union, mutual banking, the non-profit loan society, the 
late Irving Fisher’s 100 per cent reserve plan, and central bank control 
(under the control of an alert peasantry!) of the credit and currency 
structure. And there is no better means of combating monopoly and 
inefficiency of distribution than the consumer co-operative. 


1 Loc. cit., Vol. 180, No. 5, p. 3. w.L 
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The Gospel of Freedom* 


By FRANZ OPPENHEIMER 


THE DEEPEST ROOT of the present confusion about the future 
order of mankind is the conviction—as common as it is er- 
roneous—that we have a choice between two systems only: 
totalitarianism in the form of either Fascism or Bolshevism, 
and our present political democracy, which is unanimously 
acknowledged to be far from perfect. But there is a third 
possibility: A perfect democracy, not only politically but 
also economically. 

Let us look to science for information about the condition 
and inner order of Perfect Democracy. It teaches the buried 
and forgotten gospel of Freedom, proclaimed by the great 
thinkers of the eighteenth century. The first condition of 
perfect democracy is equal opportunity for all, or, which is 
the same, free, untrammeled competition. 


I 


FREE COMPETITION, as Adolf Wagner aptly formulated it, 
obtains where everyone who wants to take part in production 
can do so, and is entitled to do so. If he is unable to take 
part in it, he is prevented from doing so by a natural monop- 
oly; if he is not entitled to do so, he faces a legal monopoly. 

In other words: Free competition and Monopoly are “dis- 
junctive” concepts, i.e. concepts excluding one another, as 
man and woman, day and night, life and death. 


* Copyright, 1948, by the estate of Franz Oppenheimer. [Before his death in 1943, 
Dr. Oppenheimer proposed that he do a critique of Francis Neilson’s sociological posi- 
tions, something along the lines of his as yet unpublished essay on the work of Robert M. 
Maclver, “The Origins of the Historical State.” We discussed the project in our cor- 
respondence and to a mutual friend Oppenheimer gave an oral summary of the study he 
proposed to write, an outline that indicated to me that the essay would have been a 
valuable one. As time was running out, however, Dr. Oppenheimer had to abandon the 
Project in order to finish work on “Japan and Western Europe,” and he sent me instead 
the present essay, a statement of his credo.—Ep1ror J. 
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An economic democracy, therefore, is a society free from 
monopolies that favor one group at the expense of others, 
whether racial or religious minorities, or suppressed groups 
such as slaves, serfs or bondsmen. Economic democracy, 
however, does not interfere with monopolies held by single 
persons, such as the natural monopoly of some person’s pos- 
sessing a picture by an old master, or the legal monopoly of 
a patent or author’s copyright. They are of negligible im- 
portance in this connection. 

Up to this point, there is likely to be no disagreement. But 
opposition is bound to appear just as soon as we claim that, 
in this perfect democracy, class differences, based on unequal 
distribution of wealth, will be as absent as social orders based 
on legal prerogatives. However, this position, as we can 
easily show, has been held by some of the highest-ranking 
masters of classical social science. 

Adam Smith, for example wrote in his “Wealth of 
Nations”: 

The whole of the advantages and disadvantages of the different em- 
ployments of labor and stock mus, in the same neighborhood, be either 
perfectly equal or continually tending to equality . . . in a society where 


there was perfect liberty. Every man’s interest would prompt him to 
seek the advantageous, and to shun the disadvantageous employment.’ 


This thesis is qualified by the statement that, of course, the 
difference in innate qualification causes certain differences of 
income. Adam Smith believed those differences to be very 
small. We need not go out of our way to discuss this prob- 
lem. We are satisfied to state that free competition tends 
to bring about what may be called “rational equality,” mean- 
ing equality of reward for equal achievement, and propor- 
tionately greater (or lesser) reward for correspondingly 
better (or poorer) performance. This certainly would be 
in accordance with the highest ideals of justice and fairness. 


1 Op. cit., Everyman’s Library, I, p. 88. 
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Such a society of rationally equal members is what another 
classic teacher of social science, Jean Jacques Rousseau, called 
the loftiest goal of political organization: 


Freedom cannot survive without equality. This, however, does not 
mean absolute equality of influence and wealth. It merely means that no 
man should be wealthy enough to buy another, and that no one should be 
so poor as to be compelled to sell himself.* 


It is evident that a society of this kind is immune to any 
revolutionary movements from within. It rests in its equi- 
poise, unshakable. Of course there will be some madmen, 
fanatics, born gangsters and the like, but they never will be 
able to find a retinue numerous enough to upset this stable 
order. No revolution ever occurred where there did not 
exist a strong group of people who had much to win by it— 
and little or nothing to lose. This is true even for the re- 
ligious civil wars. Where the madmen and gangsters are 
unable to array behind them a strong group of this kind, 
they remain soap-box orators or become petty criminals— 
ending up not as omnipotent dictators, but behind iron bars 
as inmates of penitentiaries or lunatic asylums. 

The third tenet concerns the origin of economic inequality 
among men. All classic authorities agree and consider it 
evident that inequality cannot arise until the entire land has 
been occupied, so that free access to the soil is barred. Be- 
fore that, Turgot said, “when every industrious man found 
as large a piece of land as he wanted, no one could feel dis- 
posed to work for others. Every proprietor, therefore, had 
to cultivate his field himself or forego it.”* Adam Smith held 
that “In that early and rude state of society, . . . the whole 
produce of labor belonged to the laborer.”* A class of pro- 
letarian workers, therefore, could not arise, Turgot pointed 


? Contrat Social, II, sec 11. 
3 Turgot, Réflexions, sec. 9. 
* “Wealth of Nations,” pp. 42-4. 
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out, until “every piece of land had found its owner”;* they are 
disinherited persons, “whose wages, because of their competi- 
tion among themselves, cover only the bare necessities of life. 
They are just able to keep alive.’”* 

Jean Jacques Rousseau, in a more precise formulation, suc- 
ceeded in determining the condition for the cleavage of 
society into the two classes of the Haves and the Have-nots. 
Inequality, he says, cannot occur “until all holdings, touching 
one another, have grown in number and size to such an extent 
that they cover the entire country.” 

Neither Turgot nor Rousseau, however, seems to have 
noticed that, under the conditions assumed here, the indi- 
vidual holdings could not exceed a very modest size, and that 
for various reasons. The psychological reason is that, in a 
vast area with scant population, land is a free commodity, 
like air or water, which no one would wish to engross. The 
legal reason is that, as Turgot states himself in the sentence 
quoted, the law of all free tribes grants right of possession 
to land only as long as the member cultivates it himself, there 
being no landless proletariat. ‘The economic reason, finally, 
is that the area he can adequately cultivate himself will es- 
sentially be a comparatively restricted one. For all these 
reasons, large landed property cannot come into existence 
here. The correct formula, therefore, must be as follows: 

Inequality and class division cannot emerge until the en- 
tire country is covered by small and medium holdings bor- 
dering on one another. 


II 


THIs STATEMENT enables us to decide once and for all 
whether our present order of political democracy was shaped 
by “natural” evolution exclusively, as modern middle-class 


5 Turgot, op. cit., sec. 10. 
6 Op. cit., sec. 6. 
7 Discours sur l’Origine de V’Inégalité parmi les Hommes, p. 77. 
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economics claims,—or whether extra-economic violence 
brought about basic disfigurements. A simple problem in 
division will answer that question. 

The divisor is the area which a single operator is capable 
of cultivating without hired help. The dividend is the total 
usable area of the country in question. 

The quotient gives the number of small and medium hold- 
ings which must be reached before class division can occur. 
If the actual number of holdings is greater than the quotient, 
inequality and class-division are “natural” and inescapable. 
If the number is less, we have to look for extra-economic 
causes. 

To anticipate the result: The number, in every country of 
the world, is less—much less. 

Let us consider the United States. Its total area comprises 
about two billion acres, its farm area about one billion acres. 
Its fertile area—included in farms or not—has recently been 
estimated at, again, about one billion acres. 

This is the dividend. As to the divisor, European experts 
state that, on an average, 12.5 acres of plowable land are suf- 
ficient for independent peasant proprietorship in Middle and 
Northern Europe and even Scandinavia, while 7.5 to 10 acres 
are regarded as sufficient in Western and Southern Europe. 
The farms average 2.5 acres in Japan; a farmer owning 30 
Mu (or five acres) in China is counted as “rich.” The upper 
limit of what a man without hired help can operate ade- 
quately is no more than 37.5 acres of plowable land even in 
Siberia. 

Let us assume that the American farmer is able to operate 
as much as 50 acres on an average, thanks to his command 
over labor-saving machinery rarely used in Europe. Even 
in the light of this outrageously exaggerated assumption there 
would be enough land for 20 million farms. The census of 


} 


358 The American Journal of Economics and Sociology 


1930, however, enumerates 6.3 million farms only.t The 
average size is more than three times that of our extravagant 
assumption: 160 acres—more than ten times that which js 
deemed sufficient in Middle and Northern Europe. 

These figures prove beyond any doubt that the division of 
the American population into classes of Haves and Have- 
nots could not even have begun if the settlement of the land 
had taken place according to the rules of economic democracy. 

Inequality and class-division, however, existed in this 
country even while its population was as yet very small. This 
was possible only because, “the holdings, touching one an- 
other” already did cover the entire land. This means that 
part of these holdings were of a size substantially larger than 
the modest size we found possible in perfect democracy. In 
other words: The riddle’s solution is nothing but the presence 
of large, massed, exclusive landed property. 

Statistics confirm this inference. The U. S. census reports 
operational units only, no matter whether the operator is also 
the owner or not. But even these statistics show that the 
land has been engrossed by a small minority. The 2,558,000 
farms up to 49 acres, which are 37 per cent of the total of 6.3 
million, covered no more than 5.76 per cent of the farmed 
area. The 80,000 farms of 1,000 acres and over, on the other 
hand, while representing only 1.2 per cent of the total, 
covered no less than 27 per cent of the farmed area. 

We have no statistics as to ownership, except for the 
statement that only 46.3 per cent of the operators are full 
owners; 10.4 per cent being part owners and 42.4 per cent 
cash tenants and other tenants, working somebody else’s land. 
Besides this, the census reports that there are almost three 
million “wage-workers” i.e. proletarians owning no land at 
all, or, at best, only a tiny patch of land. From other 


+ [The figures are given as Dr. Oppenheimer presented them. The data from the 
1940 census give the same result.—Eprror]. 
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sources, we know that certain families and corporations own 
a great number of large estates and small and medium farms. 
To give two examples: A commission established by the legis- 
lature of California found in 1916 that 310 proprietors 
owned more than 4,000,000 acres of the best land in the state.* 
California Land, Inc., the farm holding subsidiary of the 
Bank of America, “tat one time owned or controlled 50 per 
cent of the farmlands of Northern and Central California.’” 

Considering these facts, it seems conservative to estimate 
that less than one per cent of the 30 million American fami- 
lies own more than 50 per cent of the nation’s soil. 

We know exactly how this maldistribution has come about. 
The kings of Spain, France, and England, as well as the 
Regents of Holland, gave enormous land grants to their 
friends, minions, and creditors in the new world. In this 
way, large parts of New York State, Virginia, the Carolinas, 
Alabama, Georgia, Louisiana, Texas and California were 
closed against the land-hungry masses. Indians, squatters, 
nesters and drowsy Spaniards were cheated out of their prop- 
erty, or simply robbed of it. The greedy middle class suc- 
ceeded in engrossing the greater part of the tremendous 
treasure of land between the Mississippi and the Rockies. 
Some financiers spent $200,000 to wheedle from a deceived 
or bribed congress the shameless concessions granted the 
“Central Pacific Railroad.” It had been “built literally and 
absolutely by the money of the people, receiving liberal aid 
from cities, counties and the state of California, as well as 
the immense gratuity of the general government, paying 
not only most if not all the expenses of construction, but 
“granting the financiers no less than twelve million acres.””° 

In the novel, “Saratoga Trunk,” by Edna Ferber, one of 
the multi-millionaires of this origin tells the story: 


* Carey McWilliams, “Factories in the Fields,” p. 202. 
* Ibid., p. 268. 


?° Anna George de Mille, Am. Jour. Econ. Socio., 2: 2, pp. 231-2. 
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“They called us financiers. Financiers—hell! We were a gang of 
racketeers that would make those apes of today look like kids stealing 
turnips out of the garden patch. We stole a whole country—land, woods, 
rivers, metal.”™ 

Expressed in terms of economic theory, this maidistribu- 
tion of the land established a monopoly relationship between 
the class of the Haves and that of the Have-Nots. Created 
in the old countries by conquering violence, as one of the 
basic feudal institutions, and transferred to the colonies by 
the laws of the mother countries, the land monopoly created 
the class-division and will keep it existent until the institution 
is sent to Hades—after the other basic institutions of 
Feudalism, slavery and serfdom. 

As long as land monopoly exists, it keeps up the “one-sided 
urgency of the desire to exchange” which characterizes all 
the different kinds of monopoly, forcing the victim to pay 
more or to accept less than fair value for the commodity, 
goods, or services, he gives in exchange. The monopolists of 
the land enjoy a dual monopoly: a selling monopoly to the 
disadvantage of whoever buys or rents a piece of their land, 
and a buying monopoly to the disadvantage of the landless 
laborers they employ. In the first case, the “monopoly gain” 
is the differential rent, capitalized in the case of sale, per- 
petual in the case of lease. Nothing but the profit of his 
capital remains to the purchaser or the tenant. 

“The rent of land, considered as the price paid for the use 
of lands, is naturally a monopoly price,”” Adam Smith says.” 
Elsewhere, he notes “The monopoly price is upon every oc- 
casion the highest which can be squeezed out.’””* 

The owners of the land at the same time enjoy a buying 
monopoly toward the landless and money-less laborers who 
are compelled to sell them their services for less than a fair 
price. 


11 Op. cit., p. 11. 
12 Op. cit., I, p. 131. 
13 Jbid., I, p. 54. 
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Adam Smith continues: “The landlord’s rent makes the 
first deduction from the produce of the labor which is em- 
ployed on the land.”"* Smith, who was not very consistent 
in the use of his terms, had not yet sufficiently differentiated 
between the two components of the landlord’s income from 
his monopoly. The amount he “squeezes out” from the 
laborer is not “rent” but “capital profit,” which goes to the 
agricultural operator, no matter whether owner or capita- 
list tenant. If he farms out the land, he cannot do the 
tenant out of the profit, just as the tenant cannot do the 
owner out of the differential rent. Says Nassau Senior: 

Neither Adam Smith nor the Physiocrats seem to have been fully aware 
that the greater part of what we call rent is merely profit on the capital 


employed in fitting the land for use. Still less did they perceive that the 
remainder is the gift, not of nature, but of monopoly.*® 


Ill 


THERE CANNOT BE different prices for the same commodity 
on the same market. The wages left to the agricultural 
laborer continually tend to become those of the urban work- 
man. This happens through migration. 

In this country, it was originally the enormous immigra- 
tion from abroad which pulled down the originally very 
high standard of the American urban worker. When the 
middle class had succeeded in cornering the whole land, 
shutting out the would-be free settlers, an even more enor- 
mous internal migration continuously devastated the labor 
market. In the one decade, from 1920 to 1930, the rural 
farm population of the United States lost no less than 5.8 
million persons to the towns, and especially the metropolitan 
cities, adding more than three million new competitors to the 
ranks of resident unskilled labor—most of them being young, 
husky, unpretentious persons. This movement, bleeding 


14 Tbid., I, p. $8. 
15 “Industrial Efficiency,” edited by Leon Levy, I, p. 149. 
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white the rural farm population, continued to the same ex- 
tent during the second half of the following decade. This js 
the simple explanation of the capitalistic wage system, and, 
thereby, of capitalism in general. Even Karl Marx was com- 
pelled to admit that “the land-monopoly is the basis of the 
capital monopoly.””*® It is;—as Winston Churchill, in his 
liberal youth, aptly put it, “the mother of all other monopo- 
lies.”””* 

The capitalistic system, literally and absolutely, rests on 
this monopoly as its very foundation. 

This, however, enforces an inference of the utmost im- 
portance: Since monopoly and free competition are con- 
cepts excluding one another, capitalism is not, as we are told 
by middle-class economists, the system of equal opportunity 
for every one, or of perfectly free competition. Free com- 
petition is innocent of all the crimes laid at its door ever 
since the anti-capitalistic, communistic aristrocrat Plato 
wrote his “Politeia”—more than 2000 years ago. It has the 
best alibi imaginable: Free competition has never yet existed. 
So far, it is merely a “gleam in some thinker’s eye.” The 
villain of the historic tragedy is its opposite and caricature: 
Unfree competition, fettered by the land monopoly and its 
brood of secondary monopolies. 

The economic history of this country shows a fairly close 
approximation to perfect democracy at the time when the 
greedy middle class had not yet succeeded in completely 
cornering the land. Then, “Utopia” was almost realized. 
Adam Smith wrote in 1776: 

Every colonist gets more land than he can possibly cultivate. . . . He 
is eager, therefore, to collect laborers from every quarter and to pay them 


the most liberal wages. But these liberal wages, joined to the plenty and 
cheapness of land, soon make those laborers leave him in order to become 


16 “Critique of the Party Program,” Neue Zeit, Vol. 9, fl, p. 561. 
17 In an address at Edinburgh, July 17, 1909. Reprinced in Land and Liberty, Lon- 
don, June, 1940. 
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landlords themselves, and to reward with equal liberality other laborers 
who soon leave them for the same reason they left their first masters.** 
At that time, the United States was “the workman’s 
paradise.” Benjamin Franklin states that “poor people 
working for low wages will not be found in America, before 
all land is occupied and cultivated.” Thomas Jefferson 
wrote: 

Most of the laboring class possess property, cultivate their own lands, 
have families, and, from the demand for their labor are enabled to exact 
from the rich and competent such prices as enable them to be fed abun- 
dantly, clothed above mere decency, to labor moderately and raise their 
families. The wealthy, on the other hand, and those at their ease, know 
nothing of what the Europeans call luxury.”° 

Undoubtedly the “rational equality” of perfect democracy 
was almost attained there and then, especially if we consider 
that the wealthy class had imported their riches from 
Europe. 

Even Karl Marx, in the twenty-fifth chapter of Das 
Kapital, saw himself compelled to confess that under such 
conditions the means of production are not capital, yield no 
surplus-value, meaning that capitalism is impossible in a free 
colony “where the land is still freely accessible.” 


IV 


LET Us SUM UP: 

Freedom brings Equality, Equality brings Peace. 

We may rightfully call this the gospel of Freedom. 
Alexis de Tocqueville, in his celebrated book L’ancien régime 
et la révolution, actually praises the belief of the French 
people in “Liberté, Egalité, Fraternité” as a sort of new 
religion. His charming report reads as follows: 


The revolution had two distinctly different phases. The first in 1789, 
when the love of equality shared the hearts with the love of liberty; when 


18 Op. cit., Il, p. 63. 
= Quelques Notes sur l’ Amérique. 
20 Jefferson, “Democracy,” quotations selected by Paul Padover, p. 131. 
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they aimed at creating liberal and not only democratic institutions, when 
they wanted not only to destroy privileges, but also to grant and solemnly 
secure rights. These were times of youth, of enthusiasm, of pride, of 
generous and sincere passion.”* 


Later on, he no less charmingly describes the content of 
this elating creed: 

The Frenchmen who made the revolution believed in themselves; they 
did not doubt of the perfectibility and power of man; they enthusiastically 
admired his greatness, they believed in his virtue. They felt sure of being 
chosen to change society, and to regenerate our species. These passions 
and feelings had become to them a kind of new religion, producing some 
of the great effects which religion in its proper sense produces: uprooting 
their individual egotism, inciting them to deeds of heroism and devotion.” 


This “religion” has not only been revealed in Holy Writ,” 
but can be proved in the strictest manner by scientific 
analysis. We have no chance to win the peace for which 
World War II was fought unless we succeed in reviving the 
gospel of freedom. For the unrest of our world is a religious 
upheaval. It must at last be understood that the various 
forms of totalitarianism are but the outer sign of a deep- 
rooted dissatisfaction concerning our exclusively political 
democracy. Fascism, especially Nazism, and Bolshevism, 
demonstrate just those traits which de Tocqueville rightly 
calls the effects of religion proper: “uprooting individual 
egotism, inciting deeds of heroism and devotion.” Of course, 
Nazism is the religion of hell, a sort of diabolism, and Com- 
munism is like the religion of Huck Finn, dead cats and 
cemetery rites and all. Nevertheless, the rank and file is 
carried onward by the fanatic zeal we know from all re- 
ligious wars. They believe in their senseless programs; they 
are, literally, true believers. Mein Kampf and Das Kapital 


21 Op. cit., p. vi. 

22 Op. cit., p. 229. 

23The land shall not be sold for ever: for the land: is mine; for ye are strangers 
and sojourners with me” (Leviticus 25, 23). ‘Woe unto them who join house to house, 
who lay field to field, till there be no place, that they may be placed alone in the midst 
of the earth” (Isaiah, V, 8). 
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are their Holy Writ, Lenin and Hitler their inspired prophets, 
the annihilation of the unbelievers is their sacred task. 

We, in the exclusively political democracies, have as yet 
very little to pit against their creed. We are sure, of course, 
that the basic principles of our society are beyond any doubt 
eternal truths; but nearly all of us realize that so far we have 
failed in shaping our lives in accordance with those prin- 
ciples. There is too much that is rotten in our State: over- 
weening wealth beside squalid poverty, corruption, crime, 
vice, epidemics, illiteracy. There are many more economic 
disturbances than could ever be explained away as mere co- 
efficients of friction: crises, for one, recurring in almost regu- 
lar cycles. And even this wonderful country, the farthest- 
progressed among all the great nations, will hardly be able to 
stand any large-scale repetition of mass unemployment. We 
shall certainly lose the peace guaranteed by our arms unless 
we succeed in stamping out the sinister creeds of our foes, 
replacing it with the gospel of perfect, genuine freedom. 
For although the enemy will never be able to conquer 
America from without, he might conquer it from within. 
It can happen here! 

If, on the other hand, we succeed in convincing our people 
through word and deed that perfect democracy is possible, 
the danger from outside disappears. For we can promise— 
and deliver—both Freedom and Equality, whereas the enemy 
can offer only equality at the price of freedom. 

The land monopoly can be broken. All that is needed is 
to stop the proletarian migration from the rural districts into 
the cities by offering the foot-loose people much better 
chances in the country itself. This can be done by creating 
agricultural co-operative settlements of the type this writer 
created in Germany—settlements which were acknowledged 
to be an unqualified success by the pre-Hitler German gov- 


ernment, 
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There would be no unconquerable resistance to such a pro- 
gram from the Haves. Times have changed since 1907, 
when Winston Churchill enumerated the forces defending 
the “great monopoly so ancient that it has become almost 
venerable. We have against us all the modern money power. 
We have to deal with the apathy and levity of all sections of 
the public. We have against us the political machinery of 
class and privilege represented by the Second Chamber of 
the State.” 

Since that time, two world wars and one terrible crisis have 
shaken mankind. Large parts of the old middle class have 
lost their ease, the dismal phenomenon of mass unemploy- 
ment has entered the political arena. The bourgeoisie has 
lost its clear conscience and its belief in itself and its pre- 
rogatives, just as the aristocracy of the Ancien Régime in 
France had lost both long before the revolution. ‘The for- 
mer “apathy and levity of all sections of the public” regard- 
ing political affairs has, in many sections, turned into alert- 
ness and seriousness. Taxes devour rent and profit. The 
big industrial entrepreneurs have at last understood that they 
are much more interested in all other entrepreneurs paying 
high wages than in paying low wages themselves—because 
high wages mean high purchasing power. The powers ar- 
raigned against reform which the young Churchill enumer- 
ated no longer exist, except for that handful of families who 
own half the farm area and much of the urban area of this 
country, and the big corporations which, to a great extent, 
are in the same hands. Except for them, few parties are 
interested in the perpetuation of capitalism as such—with 
all its faults, drawbacks, and sores. Most people defend it 
only because they believe that they have no choice other than 
between capitalism and totalitarianism; they do not want to 
forego the measure of economic, political and religious free- 


24 Land and Liberty, June, 1940. 
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dom they are enjoying. The moment they can be con- 
vinced that they will have more of all these freedoms than 
ever before, they will join hands. 

It is the task of social science, especially of theoretical 
economics, to teach this gospel and spread the conviction that 
perfect democracy is more than a day-dream of some utopi- 
anist outsiders. The departments of economics at the uni- 
versities of all civilized countries, Soviet Russia included and 
the United States not excluded, represent the worst of the 
bottlenecks to be overcome. Up to the present time, the 
experts have played ostrich. Not a single one of the de- 
cisive tenets of the masters, not a single one of the facts we 
have stressed, has found its way into the textbooks on eco- 
nomic theory; not even the fundamental fact of the mal- 
distribution of the soil in the theory of rent; not even the 
fact of the tremendous migration to the cities in the theory 
of wages and profits! No one can deny that these facts are 
pertinent and must be taken into account in sound theory.” 

The times are too fraught with danger to exercise aca- 
demic courtesy. Pull your heads out of the sand, my most 
venerable colleagues! Remember your duty to teach the 
truth, the whole truth, and nothing but the truth, and be- 
come again what you ought to be—leaders of the people, 
instead of flunkeys and retainers of their exploiters. 


25T am aware, of course, of the numerous exceptions to my statement, from Carver 
of the old generation of economists to Bye of the present one. All honor to them! 
They would join me, I am sure, in this indictment. My complaint is that the exceptions 
are not numerous enough—not yet, anyhow—to constitute a majority. 
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Forward to the Land 


One of the most striking characteristics of abnormal times is the acknow]- 
edge.nent of city people that “the country is the best place to live.” With 
the wartime and postwar increase of food prices and other necessary com- 
modities, coupled with the difficulty of raising a family in town, city 
people are more and more looking to the land as the best possible place to 
live. Many who have already gone forward to the land are beginning to 
appreciate the advantages of a home life that does not gobble up their hard- 
earned money. From the economic point of view, many city people are 
seeing the necessity of producing as much as possible for themselves, as a 
solution to their problems of insecurity and uncertainty. 

More than that, people going out to the land to live realize that they 
have a purposeful existence. They see in life on the land an education 
where initiative has a worthy outlet and human vision is broadened. There 
is an opportunity to use one’s intellect and will. The proximity to nature 
and to fundamental life processes brings the Creator closer to the heart of 
man. The environment is such that children have the occasion to acquire 
and practice great virtue. Nor is the air tainted, or the sunshine restricted, 
or disease lurking in every exposure. Above all, man discovers that while 
working on the land, he derives pleasure from his toil and labor. He finds 
happiness and satisfaction in producing something useful and beautiful. 
Thus the wise homesteader on just an acre of ground achieves more than 
just a bare existence. 

It is not always an easy thing for city people to settle on the land. The 
decision, therefore, to renounce city existence should not be made too 
hastily. Study and prudent counsel must precede all action. For example, 
it is of primary importance that the entire family agree that rural living 
is the best way of life. The family should establish itself within a reason- 
able distance from the breadwinner’s place of employment. These and 
many other angles must be given careful consideration and study. 

City families coming to the country must be prepared to suffer from 
their ignorance of rural life. They will probably have fewer conveniences 
than they were used to in the city, although rural comforts are becoming 
more easily obtainable today. Yet an honest man seeking a true way of 
life can afford these inconveniences if he has his own land and home, his 
garden and some chickens, coupled with independence and security. 


JoserH V. URBAIN 


National Catholic Rural Life Conference, 
Des Moines, lowa 


Henry George: The Australian Tour* 
By ANNA GEORGE DE MILLE 


AFTER HIS RETURN from Europe, Henry George, remained in New York 
for only a few months. He had been receiving invitations for a long time, 
urging that he visit Australia. In January, 1890,’ he started for the 
distant continent. Taking his wife, he called this trip their belated honey- 
moon. 

For the journey around the world, Mrs. George made. the arrangements. 
Her husband arrived from The Standard office about an hour before train 
time for his own preparations. He packed not one article of wearing 
apparel, gathering together only books and papers. He collected many 
more than his valise had room for; indeed, one by one he commandeered 
every piece of unused hand baggage in the house. A four-wheeler had been 
engaged and the two daughters were to have the thrill of driving in a 
carriage with their parents to the station. But, alas, the tearful farewells 
had to be said on the sidewalk. For after Mr. and Mrs. George and their 
voluminous luggage were packed into the carriage, there was room for 
nothing more. The typewriter had to be pushed through the cab window 
to the owner’s lap. 

The travelers stopped in St. Louis for a few hours’ visit with Sister 
Teresa Fox, Mrs. George’s sister, at the Convent of St. Vincent de Paul, 
and to attend a large dinner given in their honor. They stopped also for 
meetings in Kansas City and Denver and for two in Los Angeles.? 

Henry George used to say that when he took his wife on trips with 
him she paid her travelling expenses in the clothes or tickets she saved him 
from losing. Almost never did he return from a lecture with the hand- 
kerchiefs, collars or cuffs he had started with and sometimes he had lost 
or exchanged umbrellas, shoes, hats, shirts or even overcoats. During one 
of his tours he had written his wife: 


I have done pretty well in some respects on this trip. I wore the swal- 
low-tail always except in Kansas City, where I had to go straight from the 
train. And I flattered myself I had lost nothing until tonight, when I 


* Copyright, 1948, by the estate of Anna George de Mille. A section of a previously 
unpublished study, “Citizen of the World”; see AM. Jour. Econ. & Socio., Vol. 1, 
No. 3 (April, 1942), p. 283n. 

1 They left on Jan. 22, 1890. 

* The meetings were as follows: St. Louis, Jan. 25; Kansas City, Jan. 26; Denver, 
Jan. 27; Los Angeles, Feb. 1 and 2. See The Standard, Vol. VII, No. 5, Jan. 29, 1890. 
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found I had left my nice new dress boots somewhere. . . . I find it very 
convenient to have plenty of clothes.* 

In spite of his wife’s watchful eye, there were lapses even on this trip, 
for she wrote from St. Louis to her sons: “Your father, this far on the 
journey, has exchanged his own for other people’s hats only five times!” 

The return of the Georges to California was a triumph. They were 
met by Dr. Taylor and a group of old San Francisco friends® who escorted 
them into the city they loved so well. ‘Henry George,” The San Fran- 
cisco Examiner reported, “fifty years of age and no taller than the first 
Napoleon . . . . has always been fearless and in becoming an agitator has 
never ceased to be a gentleman. San Francisco recdgnizes and appreciates 
that merit.” Their stay there, lasting from Monday night to Saturday, 
when their steamer sailed, was crowded with delightful experiences. 

From the same stage in Metropolitan Hall, where twelve years pre- 
viously, to an almost empty house, the “gas measurer” had made his first 
plea for the cause he still served, the world citizen now faced a capacity 
audience that had paid to hear him.® “But ye gods, what a transforma- 
tion!” recalls Mrs. George’s cousin, William Cleveland McCloskey: 


From the merest tyro at public speaking to a finished, polished orator! 
That night was a memorable one in Henry George’s career. The hall was 
packed to the dome and there was an overflow meeting outside. There 
were over a hundred prominent citizens on the stage, and as he advanced 
to the center after being introduced, I shall never forget the demonstra- 
tion. For some minutes it was pandemonium and he was visibly affected. 
He was home again among his friends. 

For two hours he held his audience spellbound, and at the conclusion 
the people swarmed upon the stage and showered him with praise and con- 
gratulations. There was a marked change in the man. He was absolutely 
master of himself. Without notes and with the air and assurance of a 
finished orator, his voice full, round and resonant, he might well have 
compared with the greatest orators of the day.’ 


And in that scholarly address, given with the fire that can only come 
with extemporaneous delivery backed by deep knowledge of the subject, 
Henry George showed something of his dedication and of his humility: 


When after growing up here, I went across the continent, before the 


3 Plankerton House, Milwaukee, April 7, 1887. (In the private collection of the 
writer.) See Henry George Jr., “The Life of Henry George,” New York, Robert Schal- 
kenbach Foundation, p. 509n. 

4 Jan. 25, 1890. In the Henry George Collection of the New York Public Library 
(hereafter abbreviated as HGC). See Henry George Jr., op. cit., p. 523. 

5 Monday, Feb. 3, 1890. 

6 Feb. 4, 1890. 

7 In a letter to the writer, from San Francisco, dated May 14, 1927. 
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railway was completed, and in the streets of New York for the first time 
realized the contrasts of wealth and want that are to be found in a great 
city; saw those sights that, to the man who comes from the West, affright 
and appall, the problem grew upon me. I said to myself there must be 
some reason for this and I will not rest until I have found the one and 
discovered the other. At last it came clear as the stars of a bright mid- 
night. Isaw what was the cause; I saw what was the cure. I saw nothing 
that was new. Truth is never new. . . . I have done no more to any 
man than point out God’s stars; every man will see them who will look.® 
So many were unable to attend this meeting that a second one, free for 
workingmen, was held in the same hall a few nights later. Henry George 
also delivered two other addresses, one in Oakland and one before a group 
of clergymen at the San Francisco Y.M.C.A. Old friends tendered him a 
banquet. They found him unspoiled by the world honors that had been 
bestowed on him—to them he was still “light hearted,” still “little Harry 
George.” Before sailing he sent a note to August Lewis in New York: 


I have hardly averaged three hours sleep since reaching here, and even 
then have not been able to see but a small number of the old friends that 
have come to greet us.® 

Bidding farewell to the crowds who went to the wharf to see them off, 
the Georges embarked for Sydney on the steamship Mariposa. During 
their twenty-four-hour stop at Honolulu they were given a dinner by 
officers from the United States warships stationed there—most of their 
hosts were avowed believers in the Georgist philosophy. Indeed, the books 
of Henry George were rather popular with Navy men who seemed, even in 
those days, to have time for serious reading. One officer, William Sims, 
afterward an admiral, had been a guest in the George home on East 19th 
Street in New York. Mr. Sims had written his father that he considered 
“Progress and Poverty” to be “a truly wonderful book” which “points to 
a future that surpasses all imagination. . . . I don’t think any unprejud- 
iced man can read it carefully without being convinced of its truth.””?° 

The Mariposa carried the Georges to Auckland, New Zealand, where at 
six o’clock in the morning of March 15, 1890, they were met by a group 
of Single Taxers. They drove first to the residence of Sir George Grey 


® See The Standard, Vol. VII, No. 9, Feb. 26, 1890. Afterwards published under the 
title, “Justice the Object, Taxation the Means” in the Memorial Edition of Henry George’s 
writings, New York, Doubleday and McClure Co., 1901, Vol. XI, now kept in print by 
the Robert Schalkenbach Foundation, New York, and the Henry George Foundation, Lon- 
don, in a pamphlet edition. 

® San Francisco, Feb. 7, 1890, HGC. 

*° Elting E. Morison, “Admiral Sims and the Modern American Navy,” Boston, 
Houghton, Mifflin & Co., 1942, p. 28. 
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who had once played the role of dictator and had been four times governor 
of important colonies. An anticipator of George’s doctrines, he had been 
one of the first to read and acclaim “Progress and Poverty.” In a letter 
to The Standard, George wrote enthusiastically of this “soldier, scholar, 
statesman, who, unsoured by disappointments and undaunted by defeats, 
retains in the evening of life all the faith and hope that are commonly asso- 
ciated with youth.” 


Ten years ago [continues the account] Sir George, then premier of this 
colony, introduced the thin edge of the Single Tax wedge by carrying a 
measure for the imposition of a direct tax on the value of the land irre- 
spective of improvements but the great land owners quickly rallied; he 
was defeated. . . . I hope to return to New Zealand if only for the pur- 
pose of seeing him again.** 

During the few hours’ stay in Auckland a meeting was held in one of 
the hotels where members of the New Zealand Anti-Poverty Society pre- 
sented the American economist with a beautifully illuminated address. 
Sir George Grey, himself a large landowner, mage a speech in which he 
again proclaimed his belief in the truth and power of “Progress and Pov- 
erty.” The two men had much to say on this, the only occasion of their 
meeting. They conversed until the last moment on the wharf, the con- 
siderate captain of the Mariposa delaying the sailing as long as he could 
to accommodate him. 

Their arrival in Australia had a deep significance for both of the Ameri- 
cans. For Mrs. George it was a return to her native country which she 
had not seen since she was five years old. For Henry George it was a visit 
to the land of enlightenment. This great Pacific island had held par- 
ticular interest for him ever since, as a lad of fifteen, he had sailed to Mel- 
bourne. But it was not until after his own awakening to economic and 
political injustices that he looked with hope towards this country where 
the secret ballot had originated, where railroads and telegraph systems 
were publicly owned, and where savings banks and parcel post were part 
of the postal service. 

Their reception in Sydney was enthusiastic. George had to make a 
brief speech from his carriage to a huge crowd in front of the Town Hall, 
and then another and longer one inside, where he was officially welcomed 
by Mayor Sydney Burdekin and by city and colonial dignitaries. He told 
how he had fought to have the Australian system of voting introduced 
into the United States, and reported that ten states had adopted the method 


11 Vol. VII, No. 17, April 23, 1890. Quoted in part by Henry George Jr., op. «#-, 
p. 528. 
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and that the others were sure to follow. “He delivered such an address,” 
wrote John Farrell, “as had never before been heard in Sydney and received 
such a hearing as had seldom been accorded to a public speaker.”™ 

A bewildering succession of meetings followed, interspersed with recep- 
tions, luncheons, dinners and interviews that continued until the day of 
their departure from Australia, three and a half months later. Re, orted 
John Farrell: 


Taken altogether, we expected nothing like the success which has at- 
tended his presence here, and we did not expect to find Mr. George such a 
powerful and moving speaker. He has the rugged earnestness and plain 
honesty that most impress an audience, together: with a splendid voice 
which he knows how to use.** 


The Sydney papers gave him extensive space. The Herald recorded: 


He described himself as a man standing where the shadows of life grow 
longer and deeper, and as it was his aim he commended it to his hearers 
to make it theirs also, so to devote their powers that the pressure upon the 
very poor might be lessened and the great gulf between class and class filled, 
that the satisfactions of those legitimate wants common to all mankind 
made more easy, and that every child brought into the world be given a 
chance to share the best life of the race. “Look forward,” he cried, “‘to 
the time when social pressure shall not force these children of whom Christ 
said it would be better that a millstone were hanged about a man’s neck 
and he were cast into the sea than that he should offend one of them, into 
lives where purity is a miracle. When there shall not be any necessity for 
men to cringe and beg to be allowed to subsist, and when he that will not 
work shall be left with a good conscience to starve. Look to it, you in 
this fair young land, to lay so true the foundations of your state that in 
generations to come all men shall have equal scope to work and live. As 
your opportunities are greater, so is your responsibility.””** 


The Herald reporter commented: 


The reader will find in The Herald the very words of Mr. George, but 
the very words do not tell what the lecturer said. You must add the mag- 
netic quality of personality. Imagine, then, for two hours this man walk- 
ing to and fro in his narrow slip of platform—twelve feet, say, by three— 
and speaking entirely without manuscript, note or other accessory—speak- 
ing, too, in a slow, almost solemn voice, and dealing with phrases of what 
Carlyle named “‘the dismal science.” For a man under these circumstances 
to keep the eager, strained attention of a packed hall, including men of 
every shade of politics, is an intellectual feat. 


12 The Standard, Vol. VII, No. 17, April 23, 1890. 
13 bid, 
= The Standard, Vol. VII, No. 18, April 30, 1890. 
5 Ibid. 
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The Australian Star, a protectionist paper, did not, however, see Henry 
George in a happy light. Wrote their reporter: 


Let a man have an attractive literary style, or a magnetic tongue, and 
he can convince multitudes that any absurdity he chooses to teach repre- 
sents an absolute truth. But as a rule the deluded creatures find out in a 
short time that they made a mistake. Most of Henry George’s American 
disciples have forsaken him.*® 

The newspaper men expressed surprise that this American reformer, who 
had been so loudly heralded, should be so simple and genial in his manner, 
so democratic and free from egotism. His passionate eloquence, his ability 
to stir an audience to laughter, or tears, or deep thought, justified the repu- 
tation that had preceded his arrival, but his versatility of expression, his 
wealth of illustration and his quickness of perception were unexpected. 
One of these observers commented: 

Out of thirteen different orations in no case was there any repetition 
of words or phrases, although in each case the central truth was portrayed 
with the utmost clearness.*’ 

The campaign in Sydney was repeated in the smaller towns of New 
South Wales before the Georges visited the other colonies. And every- 
where there were receptions by mayors and other high officials, brass bands, 
torchlight processions, illuminated addresses. And, for Mrs. George, 
beautiful bouquets tied with ribbons, gold-lettered “Welcome Australia’s 
Daughter.” 

There were gifts other than flowers and illuminated addresses. The 
Americans learned early in their visit that they must not admire anything 
in a host’s house else they would find it in their hotel room when they 
returned there. Among the many presents they received were an emu 
skin made into a rug; an emu egg exquisitely mounted in silver and onyx, 
and two stuffed specimens of the rare and almost extinct platypus. 

George made many friends all over the Commonwealth. He loved the 
intelligence and enthusiasm of the huge audiences and the democracy of 
the people. But he hated the fuss made over himself.” Sometimes the train 
on which he and his wife were travelling would stop at a place and time 
not stated in the schedule, in order that the dignitaries of a small town 
might come aboard to deliver a eulogy to Henry George. In that event 
he had to accept the distinctions conferred on him. But if he had an 
inkling beforehand that there was to be a “reception” on their arrival at a 


16 The Standard, Vol. VII, No. 19, May 7, 1890. 
17 Frank Cotton in The [Australian] Standard. See Henry George Jr., op. ci 
p- 532. 
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town, he would, if possible, as the train entered the depot, escape out of 
the back of the railway carriage, leaving the receiving of honors to his em- 
barrassed wife. However, he usually got caught—sometimes in the station 
itself, in the act of sneaking towards his hotel—and was always led by 
enthusiastic admirers to the ordeal of the official welcome. 

Victoria was a stronghold of protection, and his friends predicted that 
Henry George would have a poor welcome there. Indeed some of them 
were so alarmed that they feared he might be stoned if he brought up the 
subject of free trade in that province. They pleaded with his wife to 
influence him to avoid discussion of the tariff question. Not long after 
her marriage, Mrs. George had written to her husband: “I would not give 
your independent spirit for all the money in California.”** Small wonder 
now that she explained to Australian friends that even if she had wished 
to divert him from what he considered his duty—which she did not wish 
to do—she could not. 

His first lecture in Melbourne was given in the town hall and was chiefly 
an exposition of the Single Tax. But he did no pussyfooting on the tariff 
question. He came out fearlessly for what he believed in: “I am a free 
trader—a free trader absolutely,” he proclaimed. ‘“‘I should abolish all 
revenue tariffs. I should make trade absolutely free between Victoria and 
all other countries.”*® He went on to state that he also believed in free- 
dom in production and showed how a shift in the basis of taxation would 
make for a changed economic order. 

Instead of being stoned for his attack on protection, he met with deafen- 
ing applause. The meeting ended with three cheers, and hundreds lingered 
to give their names for the formation of a Free Trade League! Said the 
Melbourne Evening Standard: 


No one will question the manliness of Mr. Henry George in boldiy fac- 
ing a Melbourne audience and attacking their favorite doctrine of protec- 
tion not only with the arms of logic, but of withering scorn; and the fact 
that he not only carried with him the forebearance, but continuous and 
enthusiastic applause of an immense audience, is more than anything a 
testimony to the public admiration of genuine pluck.?° 


After two successive meetings to increasingly larger audiences in the 
same hall, a debate with Mr. W. Trenwith on “Free Trade versus Protec- 
tion” in the Exhibition Building drew an audience of three thousand. Ac- 
cording to The Melbourne Telegraph: “The debate really cannot be con- 


a Philadelphia, Nov. 24, 1868. In the private collection of the writer. 
= See Henry George Jr., op. cit., p. 535. 
20 The Standard, Vol. VII, No. 22, May 28, 1890. 
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sidered seriously. Trenwith never rose to George’s height. In plain 
English, the local man was utterly lost.”? The consensus seemed to be 
that George’s visit to Australia was “an event of more than ordinary 
significance.”*? 

The formal close of the Australian tour took place in Sydney. At 2 
huge meeting in Protestant Hall,?* where George spoke on “The Fallacy of 


Protection,” the chairman, G. H. Reid, M.P., said: 


You need not be told that the man whose rare eloquence and deep sym- 
pathy will soon entrance your attention has a perfect horror of flattery. 
Indeed, so sensitive is our friend that I believe, while he would face the 
heaviest broadside of his opponents with a smile, he would run away, if he 
could, from the compliments of a friend. Still, I don’t think we should 
allow him to make his farewell address without the assurance that his name, 
famous in so many lands, has now become in Australia a household word. 
. . « He has thrice earned it. He has earned it as a thinker, he has 
earned it as a writer and he has earned it as an orator.** 

Mayor Burdekin gave a dinner to the American guest, at which the 
members of the New South Wales Ministry were present. On the last 
day a reception was held in Temperance Hall, and a huge handsomely 
bound album containing photographs of Australian friends was presented 
to Mrs. George—the gentlemen of the committee addressing their speeches 
directly to her. Always shy, she looked to her husband for help. But his 
face was wrinkl:d with merriment over her <onsternation. He winked at 
her, dropped his handkerchief on the floor, and, as he stooped to pick it 
up managed to say, sotto voce: “how do you like it?”*® 

George had received written and cabled invitations from Sir George 
Grey to revisit New Zealand, and from the Premier and Attorney-General 
of Tasmania to go there, but after three months and a half of hard travel- 
ling across the great distances of the island continent, and daily lecturing 
(frequently he had spoken twice a day), he was too tired to prolong his 
tour. 

He delivered lectures in Melbourne and Adelaide, South Australia, and 
then, saying a reluctant good-bye to the country that had given them such 
precious friendships and such inspiration, the Americans sailed toward 
home.”® 


21 [bid. 

22 [bid. 

23 May 31, 1890. ; 

24 The Standard, Vol. VIII, No. 5, July 30, 1890. Cf. Henry George Jr., op. <i. 
p. 537. 

25 See Henry George Jr., op. cit., p. 537. 

26 They sailed from Melbourne on June 10, 1890. 
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The S.S. Valetta carried them across the Indian Ocean, through the Red 
Sea and the Mediterranean to Brindisi, where they disembarked. Their 
tour through Italy was brief and hurried and made at the worst time of 
the year—in the hot summer—but they were thrilled by the beauty and 
the historical interest of the country. From Italy they went through 
Switzerland and France to Great Britain, where they remained for only 
a few days. 

George made one speech in Glasgow and another in London. Together 
with the Rev. J. O. S. Huntington of New York he called upon General 
and Mrs. William Booth of the Salvation Army. Catherine Booth had 
written to him three years previously: “I believe you have found the true 
solution of our social difficulties so far as any temporal solution can avail.”’*’ 
Now, to his joy, he learned that she, who took a most important part in 
the direction and management of the huge organization, was planning to 
introduce economic reform propaganda into their program, with the hope 
of improving the material conditions of the poor and oppressed while work- 
ing for their spiritual salvation. But alas, before her plans were definitely 
set, Mrs. Booth became ill and died. And lacking her understanding and 
the courage so needed in a fight for fundamental economic reform, the 
Salvation Army continued in its old course, working for social service 
palliatives. 

The sixth visit to Great Britain, short though it was, was encouraging 
although men in high places, George felt, were still misinterpreting the 
American economist. Asked The London Democrat: 


What on earth could Mr. Gladstone have meant by his reference to Mr. 
George in his speech at Lowestoft? Speaking of the agricultural laborers, 
he confessed that ““There is much to be done for them, not according to the 
ideas of visionary politicians, who seem, some of them, to think that under 
the guidance of Mr. George or somebody else, the land of the country can 
be taken and redistributed, and be divided among the population. These, 
Gentlemen, are not real and important political discussions. . . .”?* 


Mary Gladstone, one of George’s keenest disciples,?® evidently was not 
at Lowestoft to instruct her famous father. “It is a thousand pities,” 
The Democrat concluded, “that some one does not persuade Mr. Gladstone 
to read ‘Progress and Poverty.’ ”°° 
New York 


27 See AM. Jour. Econ. & Socio., Vol. 5, No. 3 (April, 1946), p. 403. 

*8 Undated quotation in The Standard, Vol. VII, No. 26, June 25, 1890. 

2° See “Henry George: The English Land Reform Campaign,” Am. Jour. Econ. & 
Socio., Vol. 4, No. 3 (April, 1945), pp. 402-3. 

39 Loc. cit. 
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Man’s Present—and His Past 


Modern Man and the Liberal Arts. By Francis Neilson. New York: 
Robert Schalkenbach Foundation, 1947, 339 pp., index, $3.50. 


In a world short on history, short on spiritual values, short on justice, 
Francis Neilson’s ‘““Modern Man and the Liberal Arts” comes as a welcome 
and passionate reminder that only by using the rich heritage of the past 
to clarify and endow the problems of the present, only by recognizing, as 
did Henry George, that civilization to survive requires a higher conscience, 
a warmer brotherhood, a wider, loftier, truer public spirit, a keener sense 
of justice, only by fusing our earthly (or heavenly) commonwealth with 
religion and God, can man attain harmony, well being, and peace. These 
convictions, sprung from a profound historical knowledge, stamped co- 
gently and eloquently on every page, serve as a bridge of unity to diverse 
essays on education, political economy, and history. 

“Science and the Liberal Arts” leads off with the dilemma of the educated 
man in a world of technical specialists, a criticism of the modern educa- 
tionalist and of the superstition that fears “superstition.” Mr. Neilson never 
denies that technical education and vocational training are necessary for 
promising youths or that science can be denied its proper place in an insti- 
tution of learning. Indeed, as he points out, science and the liberal arts 
got along very well for hundreds of years when liberal arts formed the 
basis of the system of education. And the “scientific method” existed 
long before educationalists of today discovered it. 

The first scientific ladders, as Mr. Neilson felicitously phrases it, were 
raised by the church. Such men of the church as Nicholas of Cusa and 
Nicolas Oresme, Bishop of Lisieux, the latter equally prelate, church re- 
former, scholar, scientist, and economist, were a type of philosopher-leader. 
Fear of the supernatural never restricted the efforts of scientists. The 
giants of science—Boyle, Faraday, and Maxwell—were able to accomplish 
their tasks while they held rigorously to their spiritual beliefs. Like the 
Tonians they were in search of something which persisted through all 
change, something ageless and deathless. 

The testimony of the scientists themselves—testimony that Mr. Neilson 
splendidly marshals in attack—is a compelling rejoinder to the modernists. 
Werner Heisenberg tells us that many of the abstractions characteristic of 
modern theoretical physics are to be found discussed in the philosophy of 
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past centuries and that these abstractions cannot be disregarded as mental 
gymnastics divorced from reality but must be considered seriously. Ein- 
stein views science, like religion, as a refuge for men who look upon the 
world as a chaos beyond ordering, as an escape from the petty and painful, 
the barren and unconsoling. ‘The most beautiful thing we can experience 
is the mysterious. It is the source of all true art and science. He to whom 
this emotion is a stranger, who can no longer pause to wonder and stand 
rapt in awe, is as good as dead; his eyes are closed.” 

In a few excellent excerpts Mr. Neilson states the position of Max Planck. 
Speaking of the irrational or mystic element which adheres to physical 
science as to every other branch cf human knowledge, the discoverer of the 
quantum theory says: 


.. . We see in all modern scientific advances that the solution of one 
problem only unveils the mystery of another. Each hilltop that we reach 
discloses to us another hilltop beyond. We must accept this as a hard and 
fast irrefutable fact. . . . The aim of science . . . is an incessant struggle 
towards a goal which can never be reached. Because the goal is of its 
very nature unattainable. It is something that is essentially metaphysical 
and as such is always again and again beyond each achievement. . . . 

It is not the possession of truth, but the success which attends the 
seeking after it that enriches the seeker and brings happiness to him. This 
is an acknowledgment made long ago by thinkers of deepest insight, even 
before Lessing gave it the classic stamp of kis famous phrase. . . . 

There can never be any real opposition between religion and science, for 
the one is the complement of the other. Every serious and reflective 
person realizes, I think, that the religious element in his nature must be 
recognized, and cultivated if all the powers of the human soul are to act 
together in perfect balance and harmony. And indeed it was not by any 
accident that the greatest thinkers of all ages were also deeply religious 
souls, even though they made no public show of their religious feeling. 
It is from the codperation of the understanding with the will that the 
finest fruit of philosophy has arisen, namely, the ethical fruit. Science 
enhances the moral values of life, because it furthers a love of truth and 
reverence—love of truth displaying itself in the constant endeavor to 
arrive at a more exact knowledge of the world of mind and matter around 
us, and reverence, because every advance in knowledge brings us face to 
face with the mystery of our own being. 


Have the scientists, Mr. Neilson aptly demands in conclusion, become 
superstitious as the progressives have become atheistic? Or have the pro- 
ponents of the scientific method fallen prey to the superstition of fearing 
superstition? In any case, as Mr. Neilson stated years ago, the physicists 
are standing on the same mat occupied by the metaphysicians. 
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The attack on religious faiths and metaphysical beliefs, deftly remarks 
Mr. Neilson in “Education and Modern Man,” worked havoc with the 
prelates and statesmen for many centuries, but since society rid itself of 
these “evils” when the rationalists appeared in force, why should we lay 
our troubles at these doors now? 

This essay draws the line between education sufficient for boys and girls 
to earn a living and education in the intellectual sense for those who wish 
to master the exact sciences and the arts. There are barbed shafts for Dr. 
Sidney Hook with his encyclopedic barn of knowledge where the liberally 
educated person should be intellectually at home. (Mr. Neilson is prompted 
to ask if Dr. Hook has ever met at a university any professor who has 
mastered the course he recommends.) The sample given of Dr. Hook’s 
polysyllabic befuddlement of language would have meant certain failure 
in any course in Freshman Composition. 

One of the best essays in the book is on “Henry George, the Scholar,” 
perhaps because, like Henry George, the author himself, despite poverty, 
but with youth and health and a burning desire to know and to ponder the 
problems confronted in life, attained the rich rewards of the past. With 
passionate and lucid and profound power Henry George poured the wealth 
of his learning into the alembic of “Progress and Poverty”—mined from the 
Bible and the Classics, philosophy and history and science and economics, 
Godwin, Gibbon, and Montesquieu, Macaulay, Green, Sir William Jones, 
Adam Smith and Sir Henry Maine, and a roster of seminal minds to prove 
in gist the following: “In the long run no nation can be freer than its most 
oppressed, richer than its poorest, and wiser than its most ignorant. . . . The 
poverty which in the midst of abundance pinches and imbrutes man and the 
manifold evils which flow from it spring from a denial of justice. . . . 
Unless its foundations be laid in justice, the social structure cannot stand.” 

These words animate with fire Mr. Neilson’s message, act as the center 
and beating heart of all he says. It is the glowing power behind “The 
Conspiracy Against the English Peasantry,” dealing with the enclosure 
movement, two essays written with heat and eloquent indignation. The 
conspiracy of the rich against the poor from the days of John of Gaunt to 
the triumph of Henry at Bosworth, as Mr. Neilson shows, wrought the 
destruction of the whole system of holding land. The “covetous cor- 
morants,” in the phrase of Bernard Gilpin, with their robberies ana extortion 
and open oppression, turned men out of their holdings. The rural popula- 
tion, wrote Bishop Scory, became more like the slaves and peasants of France 
than the ancient and godly yeomen of England. Bitterness, widespread, 
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flamed up in riot and rebellion. True there were improvements in agri- 
culture, but they accrued to those who enclosed the land, and cheap labor 
was provided. The peasantry was despoiled in the process. The vast 
gains increased the wealth of the nation—whose wealth? whose nation? 
Mr. Neilson bitterly demands. Millions were destroyed to enrich the few. 

Enclosures by force were, in the eighteenth and nineteenth centuries, 
followed by enclosures by statute. After Watt, landlords set to work to 
enclose nearly every parcel of common, waste, and swamp they could find 
(4,122 acts are listed on the Statute books before 1845). No wonder 
Shelley asked: 


Men of England, wherefore plough 
For the lords who lay ye low? 


“This war of the landlords against the peasants,” adds Mr. Neilson, “has 
never been exceeded in severity by any conquering state. . . . There were 
periods in the history of all the classical empires when the subjugated people 
enjoyed some respite from the havoc of war. But the landlords’ war in 
England was prosecuted century after century, generation after gener- 
ation. There was no let-up to it. And it terminated in scenes of crown- 
ing horror and shame.” 

The next essay, a fruitful examination of “The Decay of Liberalism,” 
gives the history and definition of Philosophical Radicalism, its merging 
into the Liberalism of Cobden’s day, and its trials up to World War I. Par- 
ticularly revealing is Mr. Neilson’s account of the old English Radicals, 
Wilkes, Churchill, Paine, and Priestley, and the lesser known lights, John 
Jebb, Richard Price, and John Cartwright. (“The title to liberty is the 
immediate gift of God,” said Cartwright, “‘and is not derived from mouldy 
parchments.”) Cartwright expressed the true Radical principle when he 
said: “Moderation in conduct is wisdom, but moderation in principle is 
dishonor, and moderation in justice is injustice.” The principles of Cobden, 
as Mr. Neilson emphasizes, are principles that do not change. Cobden de- 
nounced war as a barbarous and irrational expedient, quoting Bentham’s 
definition: “‘mischief on the largest scale.” As a deterrent Cobden urged: 
“As little intercourse as possible betwixt the governments, as much con- 
nexion as possible between the mations of the world” (the italics are 
Cobden’s). Mr. Neilson traces the decay of liberalism—from within 
destroyed by alien forces who used it for their own purposes, from without 
destroyed by an overloaded program and the chaos of superficial reform. 

“A Revival of Political Radicalism” defines terms and frees Philosophical 
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Radicalism from the stultifying burden of Marxism or Fabianism or the 
kind of heterogeneous (and confused) radicalism envisaged by Dr. Conant, 
Lecky says that 1769 was remarkable in political history for it witnessed 
the birth of English Radicalism. The men who led the movement, Mr. 
Neilson clearly shows, were constitutionalists and thorough individualists, 
The real note was struck by James Mill—‘Liberty in its original sense means 
freedom from restraint.” 

The next two essays scathingly rebuke the sciolism, the sketchy erudi- 
tion, the superficial chitchat that today passes for historical knowledge. 
The opposition, says Mr. Neilson, is silent. There is no Swift to make a 
frontal attack on political iniquity, no Hazlitt to shake the foundations of 
Burke, no Junius to reveal the sordid methods of statesmen and toadies. 
There is a lack of healthy criticism, dynamic criticism, virile opposition. 
When Fox dealt with a subject, his hearers knew how the crisis arose, what 
the situation was, and what the future would be. It was not so easy to 
drug the leaders then with a few senseless slogans. That withering pun- 
gency to shock us out of our smugness, Mr. Neilson states, is lacking today. 
Our controversies are devoid of spice and seasoning, there is knife without 
edge to our criticism, the pen dipped in acid is an antique. How can it be 
otherwise? asks the author. Without knowledge it is utterly unreasonable 
to expect healthy skepticism, utterly impossible to pierce a problem with 
light, utterly disheartening, with an apathetic electorate, to speak out 
loud and bold. “Our movements suffer,” adds Mr. Neilson, “for want 
of fearless men in the legislatures, in the press, and in the pulpit.” 

The last two essays, “The Decline of Civilizations” and ““Toynbee’s 
Study of History,” examining the morphology of civilizations, are illumined 
by a galaxy of historical names, each contributing his share of insight, 
depth, and clarity to the investigation of cycles of growth and decay— 
Freeman, Arnold, Grote, Acton, Stubbs, and the precursors of Spengler— 
Giambattista Vico, Brooks Adams, and Jacob Burckhardt. The lore of 
history thus ably expounded by Mr. Neilson now takes on the breath of 
life, assumes meaningfulness and immediacy. 

The germ of history, says Stubbs, “‘has a deep value and abiding interest 
to those who have the courage to work upon it. For the roots of the 
present lie deep in the past, and nothing in the past is dead to the man who 
would learn how the present comes to be what it is.” 

That is a partial story of Modern Man and the Liberal Arts. The author, 
Mr. Neilson, is a veritable powerhouse of ideas, certain to shock the intel- 
lectually moribund and myopic. The current of challenging thought runs 
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bright throughout. One may cavil perhaps at minor points, but where 
the core—ripeness of knowledge and divine justice—is right, the arteries 
of thought and action ineluctably must be right. 

OscaR SHERWIN 
City College of New York 
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Puerto Rican Emigration. By Clarence Senior. Rio Piedras, P.R.: Social 
Science Research Center, University of Puerto Rico, 1947, 166 pp. 
(mimeo.), $1. 

During the past half century sugar plantations have absorbed a high 
percentage of the fertile alluvial soil of the island of Puerto Rico, relegating 
the growing of food crops to the steeper, infertile slopes. Meanwhile the 
unprotected coffee industry has practically collapsed in competition with 
bounty-fed sugar. Thousands of former workers on coffee farms have been 
forced to leave the relatively healthful mountain sectors to seek a livelihood 
elsewhere. Many compete with the landless workers on the sugar planta- 
tions, others wander into the towns and ruro-urban agglomerations. The 
result of these two processes has been a proletarianized peasantry, terrible 
slums, both rural and urban, and mass emigration. 

Professor Clarence Senior, Director of the Social Science Research Cen- 
ter of the University of Puerto Rice, in this report, has carefully analyzed 
the background of Puerto Rican emigration. Thousands of Puerto Ricans 
have left their island for the Dominican Republic, the Virgin Islands, and, 
in increasing numbers, for the United States, particularly for New York 
City. The gloomy predictions of Malthus would seem to have materialized 
in Puerto Rico. The pressure of population on resources, as at present 
valorized, is great. But increasing the food supply by better agriculture 
has often yielded a parallel growth in the human population, unless there 
is a marked general rise in the standard of living. The increase of popula- 
tion has been checked in industrial nations by the use of birth control 
techniques. But a relatively high standard of living is attained before this 
practice becomes widespread. Puerto Rico should emphasize industrial 
development, the diversification of crops, and the reclamation of dry 
and swamp lands. ~ 

Nations are dependent for their growth or decline upon their supply of 
food, which in turn is intimately related to the condition of the land they 
live on. Islands, because of their physical limitations, must be especially 
solicitous of their basic resource; the land must be rigorously safeguarded, 
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its productive condition maintained, and every effort must be made to use 
most effectively the resources of land and water, if their people are to 
grow in strength, achieve high standards of living, and realize their fondest 
hopes. But, in the opinion of the reviewer, what may at first glance seem 
an insoluble problem of the pressure of population on resources may turn 
out, upon careful analysis, to be more aptly interpreted as the failure to 
adapt the system of land tenure to more productive methods of cultivation 
and of soil conservation, or as the failure to introduce improvements in 
irrigation, transport or marketing. This lag in adaptation is now critical 
in many parts of the world. 

So-called overpopulated countries have in many cases succeeded in 
furnishing their people with sufficient food, but to continue to do so 
they must husband their land with the application of all the techniques 
of conservation and intensification, and they must permit the development 
of agriculture, of power and of manufacturing in such a way that the 
highest interests of all the people are served. Professor Senior sums up: 
“Nothing but a concerted and sustained attack on over-population from 
several directions will solve the problem [of Puerto Rico]. Raising levels 
of living, education, planned parenthood and emigration are all inter- 
related and must all be advanced vigorously.” 


RAYMOND E, Crist 


University of Maryland 
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